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RAJENDAR  DARA 


No  Business  Venture  has  been  embroiled  in  as  much  controversy  or  caused  as  much 

V 

commen  as  the  Pepsi  project  has  : 

“I  see  that  the  company  in  collusion  with  the  government  is  cheating  the 
people  of  Punjab” 

Harvender  Singh  Hanspal,  MP 

“This  explains  and  illustrates  the  magnitude  of  the  deception  and  fraud 
the  company  is  playing  on  the  country” 

Jaipal  Reddy,  MP 

“The  question  is,  in  view  of  the  break  of  violations  by  this  particular 
firm,  is  the  Government  going  to  give  them  the  marching  orders  or  not” 

Yashwant  Sinha,  MP.  (Former  Finance  Minister) 

“This  particular  multinational  is  an  undesirable  company...  who  played 
havoe  in  Latin  America  particularly  in  chile” 

Dipen  Ghosh,  MP 

“All  this  talks  of  green  revolution,  horticulture  revolution,  healing  touch 
to  Punjab  are  just  hogwash.  What  was  the  real  intection  of  Pepsico? 

To  sell  soft  drinks,  to  sell  potato  chips” 

Sudarshan  Ray  Chaudhary,  MP 

“You  have  found  the  sense  of  the  House  that  you  take  drastic  action, 
to  see  that  they  fulfil  it  or  they  quit” 

S.D.Sharma,  (Chairman.  Kajya  Sabha) 

“What  is  more  reprehensible  is  an  attempt  to  link  Pepsi  Cola  with  the 
Punjab  problem” 

Chandra  Shekhar,  (Former  Prime  Minister) 

Now  read  the  inside  story  and  the  whole  truth  Behind  the  lie  that 
is  Pepsi.  A  fascinating  saga  of  intrigue  and  deception  and  the  Business- 
Politics  nexus,  that  is  part  of  the  tragedy  that  is  India. 

Rajendar  Dara  narrates  -  from  a  ringside  view —  the  incredible  story 

of  the  Cola  giant's  frauds. 
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CHAPTER  1 

THE  DREAM  MERCHANTS 

This  work  is  concerned  with  the  REAL  story  behind  the  American  MNC  Pepsi 

entry  into  India.  And  to  fathom  the  working  of  this  Multinational  one  has  to  know  the  history 
of  the  company.  And  here  one  has  to  further  delve  into  the  story  of  that  other  soft  drink 
giant — the  Coca  cola  Corporation  to  understand  how  one  affects  the  other  especially  in  the 
Indian  context.  For  as  the  adage  goes,  if  Coke  comes  can  Pepsi  be  far  behind  ;or  vice  -  versa! 

The  Beginning 

The  1860  and  1870s  in  post  civil  War  America,  particularly  in  the  wounded 
Southern  States  were  characterised  by  a  general  depression.  Describing  the  war  fallout  effect 
an  Atlanta  newspaper  wrote  “Melancholia,  hysteria,  guilt,  headache,  drunkenness,  heart 
palpitations  and  even  impotence  are  rampant”.  A  situation  like  this  was  perfect  breeding 
ground  for  quacks  with  ready  remedies.  Thus  in  1885  John  Pemberton,  an  Atlanta 
pharmacist,  registered  a  “French  Wine  cola  -  Ideal  Nerve  and  Tonic  Stimulant”,  a  concoction 
he  had  developed  in  a  three  legged  cauldron  which  he  stirred  with  an  oar.  The  stimulant 
contained  cocaine,  a  dash  of  wine  and  other  ingredients.  1886  saw  Pemberton  substituting  the 
wine  with  caffeine  and  adding  a  Kola  nut  extract  for  flavour.  The  name  was  than  changed  to 
Coca  cola  with  the  two  Cs  in  Spenserian  script  as  it  was  felt  that  this  was  visually  more 
appealing.  Pemberton  however  was  no  businessman  and  he  sold  the  Coke  formula  (today 
called  Merchandise  7x  and  guarded  in  a  vault)  for  a  mere  $2300  to  a  Georgia  businessman 
Asa  Candler  in  1889.  it  was  Candler  who  developed  the  mass  markets.  He  sold  syrup  to 
wholesalers  who  sold  it  to  drugstores  where  it  was  mixed  with  carbonated  water  and 
purveyed  ay  Soda  fountains.  The  same  year  saw  Benjamin  F  Thomas  and  Joseph  P 
Whitehead  of  Tennessee  meeting  Candler  with  a  business  proposition  to  bottle  Coca-Cola. 
Candler  did  not  see  much  potential  and  sold  bottling  rights  for  a  mere  dollar.  Thomas  and 
Whitehead  subcontracted  bottling  rights  to  regional  bottlers  and  thus  being  the  franchise 
bottling  system  which  is  the  mainstay  of  the  soft  drink  industry  world- wide  even  today.  By 
now  Candler’s  Coca-Cola  Company  had  arrived  and  he  was  able  to  sell  it  for  $25  million  in 
1919.  the  new  buyer  was  Ernest  Woodruff,  an  Atlanta  entrepreneur,  whose  son  Robert  was  to 
make  Coke  the  legend  it  is  today.  When  Robert  Woodruff  took  over  in  1923,  Coca-cola  had 
entered  Canada,  Cuba  and  Puerto  Rico  but  was  otherwise  an  unknown  brand  internationally. 
This  was  not  in  keeping  with  Woodruffs  vision.  Defying  his  board  of  directors  he  test 
marketed  the  drink  in  Europe  and  finding  it  successful,  opened  up  foreign  sales  departments. 
But  the  single  most  important  factor  that  led  to  coke’s  global  presence  was  World  War  II. 
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woodruffs  dictum  of  putting  a  Coke  bottle  in  GI  hands  wherever  they  went  paid  handsome 
dividends.  The  US  Government  picked  up  the  tab  for  bottling  plants  set  up  everywhere  as  the 
green  bottle  was  a  real  morale  booster  for  the  homesick  Gis. 

In  the  meantime  where  was  the  “other  guy”?  Pepsi’s  story  is  a  chequered  one  and 
every  gain  was  a  hard  fought  one.  Pepsi  origins  were  similar  to  Coke’s,  cable  Bradham  a 
North  Carolina  Pharmacist  developed  Pepsi-cola  in  1898  as  another  panacea.  Except  this  time 
round  it  was  supposed  to  cure  dyspepsia.  In  1902  Bradham  registered  a  trademark  and  being 
business  seriously.  1905  saw  the  first  bottling  plant.  From  a  mere  800  gallons  in  1902, 
Breadham  was  selling  100,000  gallons  in  1907.  the  first  sign  of  trouble  came  after  World 
War  I  with  sugar  prices  sky-rocketing.  Bradham  collared  the  sugar  market  only  to  find  the 
prices  plunging  in  1920.  By  1923  the  company  was  bankrupt.  Roy  Megargel,  a  Wall  street 
broker  took  over  from  Bradham  but  despite  the  fact  that  he  pumped  in  his  own  money  the 
company  went  bankrupt  again,  two  years  after  the  Wall  street  crash.  This  time  it  was  Charles 
Guth  who  played  knight  to  Pepsi’s  distress  calls.  Guth,  president  of  the  Loft  Candy  Company 
changed  the  formula,  and  stocked  Pepsi  exclusively  in  his  soda  fountain.  By  1933  the  now 
familiar  felling  was  back.  Guth  was  forced  into  the  humiliating  option  of  appealing  to  Coke 
to  them  out.  But  Coke  disdained  to  bid  for  a  company  whose  prospects  were  so  low;  a 
blunder  in  retrospect.  In  sheer  desperation  Guth  introduced  a  bargain  offer  — a  12  ounce 
bottle  for  5  cent  which  was  twice  the  amount  for  the  same  price.  Finally  sales  and  profits 
began  coming  in.  however  Guth  was  not  fated  to  run  Pepsi  long  and  had  to  resign  following  a 
labour  strike.  In  1938  Walter  Mack  took  over  and  began  what  even  today  is  Pepsi’s  key 
strategy  — catchy  advertising.  Immensely  popular  comic,  radio  spots  and  jingles  finally 
brought  the  comply  up  front.  Than  came  World  War  II  where  Pepsi  was  not  as  fortunate  as 
Coke.  Sugar  rationing  hit  Pepsi  but  not  Coke  who  were  let  off  the  hook  because  of 
Woodruff’s  patriotic  stance.  And  the  post  war  boom  did  not  accept  Pepsi’s  positioning  as  a 
bargain  drink  favourably.  The  profit  graphs  began  nose  diving  and  the  rot  continued  until 
1949  when  AL  Steele  took  over  as  President.  Steele  introduced  stylish  bottles  and  innovative 
marketing  and  repositioned  Pepsi  as  a  lower  calorie.  Fortunes  reversed  again  and  by  1959  the 
company  had  notched  up  a  700%  profit.  Finally  Pepsi  was  in  position  as  a  serious  competitor 
to  Coke.  In  1963  came  Donald  M  Kendall,  after  which  Pepsi  never  looked  back.  Kendall 
introduced  the  Pepsi  challenge,  a  series  of  blind  taste  tests  conducted  live  where  consumers 
overwhelmingly  preferred  Pepsi  sweeter  taste  to  Coke’s.  Kendall’s  greatest  triumph  is 
recorded  in  the  snapshot  which  had  the  then  Soviet  premier  Khruschev  drinking  Pepsi  at  the 
American  National  Exhibition  in  Moscow,  which  was  promptly  used  as  an  endorsement. 
Pepsi  singular  and  hard  hitting  advertising  (discussed  later)  actually  shook  coke  enough  to 
prompt  what  has  subsequently  been  billed  the  most  colossal  blunder  in  Business  history.  This 
was  the  introduction  of  New  Coke  to  match  Pepsi  sweeter  taste.  Pepsi  shrewdly  capitalized 
on  this,  focusing  attention  not  on  New  Coke  but  on  the  withdrawal  of  Old  Coke.  This 
provoked  a  customer  backlash  that  forced  the  resurrection  of  Old  Coke,  now  under  the  brand 
name  Coke  Classic.  Why  was  there  such  an  outburst  over  the  change  in  formula  of  what  is 
basically  —  to  borrow  a  phrase  from  former  Apple  Computer  Supremo  Steve  Jobs  — 
“flavoured  sugar  water”  understanding  this  phenomenon  is  a  key  factor  in  knowing  what 
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Coke  —  and  Pepsi  in  a  slightly  different  way  —  stand  for.  As  current  President  and  CEO  of 
Pepsi,  Roger  Enrico  puts  it,  “these  are  not  just  mixtures  of  sugar  and  flavouring — they  are 
alchemical  concoctions”.  Or  as  Kansas  newspaper  editor  William  White  eulogises  “Coca- 
Cola  is  the  sublimated  essence  of  all  that  America  stands  for”  what  had  begun  as  a  symbol  for 
the  Gis  of  World  War  II  had  now  metamorphosed  into  a  national  icon.  A  Coke  sign  defined 
civilization  so  to  speak  — “when  you  do  not  see  a  Coca-Cola  sign,  you  have  passed  the 
boundaries  of  civilization”.  Coke  with  its  Santa  Claus  advertising,  its  patrioteering,  was 
America.  In  a  nation  with  only  a  400  year  history,  Coke  was  tradition.  Pepsi  too  cashed  in  on 
Americana  but  in  a  different  way.  It  was  young  America,  bold  and  even  brash  but  for  all  that 
honest-to-god  businessmen.  What  is  common  to  both  is  each  sells  the  American  dream  in  a 
bottle.  Thus  is  American  mythology  built. 


The  last  three  decades  have  seen  the  companies  or  more  aptly  corporations  grow 
into  the  top  50  Fortune  listings.  This  is  due  to  various  reason.  One,  the  soft  drink  industry 
boom  -  the  fevered  pitch  advertising  and  marketing  of  soft  drinks  in  USA  has  made  it  the 
no.l  beverage  surpassing  even  water.  Second  both  Pepsi  and  Coke  have  diversified  into 
alternate  or  related  businesses.  Coke  for  example  now  owns  Columbia  Pictures  and  produces 
film  hits  like  Ghostbusters,  while  Pepsi  acquired  7-Up.  Taco-Bell,  Frito-Lay,  Pizza  Hut  in 
addition  to  16,000  franchised  units  selling  Kentucky  Fried  Chicken.  In  fact  the  soft  drink 
component  of  PepsiCo’s  overall  turnover  is  a  mere  38%.  Third  is  their  international  presence. 
Coke  today  is  in  over  155  countries  while  Pepsi  is  in  151.  Perhaps  no  conqueror  in  world 
history  has  covered  as  much  ground  as  there  two  MNCs  have.  Between  them  they  own  90% 
of  the  International  soft  drink  market.  Both  as  typical  MNCs  have  a  penchant  for  developing 
countries  selling  not  just  soft  drinks  which  are  still  luxuries,  but  projecting  life  styles  the 
denizens  can  ill  afford.  Both  are  also  synonymous  with  growing  US  hegemony  and  global 
interventionism  Pepsi’s  presence  is  not  always  confined  to  Business  as  Chile  can  bitterly 
attest,  but  that  is  another  story  told  later  on 

Both  MNCs  entered  India  roughly  around  the  same  time,  but  Pepsi  despite  its 
bargain  offer  of  yore  (10  ounce  bottles  for  5  annas  against  the  Coke  6  ounce  bottle  for  4 
annas)  was  forced  to  close  shop  in  the  min-fifties.  Coke  had  a  monopolistic  control  with 
hardly  any  competition  to  speak  of.  The  sector  itself  just  before  Coke  and  Pepsi  entries  was 
highly  disorganized  with  semi-automatic  and  hand  operated  plants  with  an  optimum  10  to  20 
bottles  a  minute  as  compared  to  the  600  bottle  capacity  today.  These  earlier  factories  catered 
to  the  immediate  localities  only  and  most  often  bottled  the  drink  in  fuskis  or  buntas  (marble 
corked  bottles).  Water  treatment,  franchising  systems,  standard  tastes  formulas  and  even 
advertising  were  yet  unheard  of.  The  MNCs  entries  did  revolutionise  the  procedures  but  no 
serious  local  industry  was  allowed  or  for  that  matter  possible.  This  state  of  affairs  lasted  until 
1977  when  the  government  underwent  a  change  as  did  the  rules.  As  per  the  Foreign  Exchange 
Regulation  Act  (FERA)  MNCs  had  to  limit  themselves  to  40%equity  only,  this  was 
unprecedented  for  Coke  as  nowhere  in  the  world  did  it  allow  any  non  100%  Coke  owned  unit 
to  manufacture  its  concentrate.  What  was  worse  was  that  the  top  secret  Merchandise  7X 
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guarded  in  the  vaults  oof  the  Thrust  Company  of  Georgia  (access  is  limited  to  three  key 
executives  who  never  travel  together  and  each  nominates  a  successor  in  the  eventuality  of 
death)  would  have  to  be  disclosed.  So  Coca  cola  left  India. 


The  Indian  soft  drink  Industry  came  into  its  own  only  after  this.  The  former  Coke 
Bottler  Charanjit  Sings  launched  Campa  Cola,  Ramesh  Chauhan  of  Parle,  Thums  Up,  with 
other  like  Duke’s  and  Spencers  following  suit.  Today  a  rough  market  share  division  would  be 
Parle-65%  Pure  Drinks  -19%,  Other  -16%.  The  soft  industry  had  rallied  magnificently  to 
provide  excellent  alternatives.  Parle  today  exports  to  Africa,  the  Middle  east,  Soviet  Union 
and  the  USA.  While  nationally  the  two  giants  were  Parle  and  Pure  Drinks,  there  were  strong 
regional  Industries  like  Duke’s  Spencers  and  lately  McDowell’s. 

But  neither  Coke  nor  Pepsi  were  through  yet.  They  were  waiting  and  watching 
from  the  sidelines.  As  far  as  they  were  concerned  it  was  just  a  battle  lost  and  not  the  war. 
Pepsi  in  particular  with  its  obsession  for  one  up  manship  was  just  rearing  to  recapture  a 
territory  that  Coke  had  lost.  The  waiting  game  went  on  and  two  year  after  the  Orwellian 
1984,  Pepsi  saw  its  chance. 


to 
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CHAPTER  2 

SINGING  THE  PROMISED  LAND 

India  has  always  been  to  these  two  soft  drink  giants  a  blend  of  El  Dorado  and 
Paradise  Lost.  Roger  Enrico,  President  CEO  of  PepsiCo  World-Wide  Beverages  describes 
India  as  “that  hot  and  thirsty  country  of  850  million  souls”.  India’s  potential  is  indeed  vest. 
The  per  capita  consumption  of  soft  drinks  in  India  is  a  mere  2.8  bottles  a  year  per  person 
whereas  even  in  countries  like  Bangladesh  it  is  26.  Pakistan’s  annual  per  capita  consumption 
is  13,  Thailand’s  86,  while  Europe  and  the  USA  have  figures  of  180  and  386  respectively. 
Pepsi  using  three  figures  to  confuse,  has  projected  a  possible  growth  of  over  400%  every 
year.  The  world  growth  rate  in  the  soft  drink  averages  between  a  steady  6  to  8%  every  year. 
(India’s  growth  in  1990-91  has  remained  static).  While  Pepsi’s  figures  are  exaggerated  there 
is  no  doubt  that  India  is  an-ideal  hunting  for  an  MNC  like  Pepsi  and  indeed  Pepsi  had  its 
antennae  up  just  waiting  for  the  right  time. 

It  was  fairly  obvious  to  Pepsi  that  there  was  no  way  they  were  going  to  enter 
India  with  just  soft  drinks  on  the  agenda.  Though  India  stand  had  softened  since  the  1977 
days,  it  was  impossible  that  any  government  in  an  ostensibly  socialist  nation  would  clear  a 
non  priority  and  non  essential  item  like  soft  drinks.  This  would  be  tantamount  to  taking  a  let- 
them-eat-cake  stance,  which,  grounded  as  our  politicians  are  in  populist  measures,  would  be 
political  hara-kiri.  This  much  was  clear  to  Pepsi.  What  was  then  needed  was  a  repositioning 
of  roles.  Soft  drinks  would  have  to  be  relegated  to  the  background  and  a  more  publicly 
acceptable  front  was  required.  Thus  being  the  food  processing  facade.  It  was  felt  that  if  a 
project  was  shown  as  being  primarily  focused  on  food  processing  with  a  direct  bearing  on  the 
agrarian  economy,  it  actually  stood  a  chance  of  clearance.  Soft  drinks  could  then  be  an 
‘aside’  and  could  be  worked  in  as  a  viability  factor  supportive  of  the  project  as  a  whole.  With 
this  much  established  Pepsi  linked  its  lot  with  Duncans  India  subsidiary  (Agro  Products 
Exports  India  Pvt  Ltd)  in  a  joints  venture.  A  formal  proposal  was  duly  submitted  on  April 
25,1985  to  the  Secretary  at  the  Ministry  of  Industrial  Development.  (It  must  be  remembered 
that  at  this  juncture  the  Ministry  of  Food  Processing  was  not  yet  in  existence).  The  stated 
objective  of  the  Joint  Venture  was  “to  promote  the  development  and  export  of  Indian-made 
agro  based  products  and  to  foster  the  introduction  and  development  of  PepsiCo  products  in 
India”.  In  line  with  these  objectives  the  Joint  Venture  was  to  (1)  Undertake  investments  in 
manufacturing  and  export  ventures  in  India  (2)  Export  selected  products  and  services  to  a 
wide  range  of  international  markets  (3)  Receive  related  technology  from  Pepsi-Cola 
International  at  no  foreign  exchange  outflow  (4)  Arrange  to  import  PepsiCo  Inc  concentrates 
for  sale  and  distribution  to  independent  bottlers  and  (5)  Undertake  to  export  three  times  the 
dollar  outflow  required  to  import  concentrates  for  PepsiCo  soft  drinks. 
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This  was  appended  by  a  eulogy  on  how  PepsiCo  made  the  partner  with  its  billion 
dollar  presence  global  and  particular  middle  east  experience  and  its  experience  and  its 
expertise  in  all  the  technology  and  management  involved.  The  benefits  that  would  accrue  to 
the  country  were  (1)  a  leveraging  of  the  country’s  strength  in  the  agricultural  sector  (2)  the 
creation  of  new  export  opportunities  and  the  generation  of  foreign  exchange  with  the  3:1 
export-import  ration  (3)  the  boosting  of  product  quality  and  the  ‘Made  in  India’  image  (4) 
state-of-the-art  technology  would  be  provided  in  the  fields  of  food  processing,  packaging 
development  and  soft  drink  manufacturing  at  no  foreign  exchange  outflow  (5)  the  project 
would  act  as  a  catalyst  for  spin-off  benefits  to  other  related  businesses  (6)  the  Project  will 
result  in  substantial  incremental  growth  in  the  soft  drink  industry  (7)  Industrial  expansion 
would  generate  a  substantial  down-the-line  service  industry  requiring  locally  made  equipment 
and  allied  industries  would  be  provided  opportunities  for  growth  (8)  significant  employment 
opportunities  would  be  created  in  a  number  of  industrial  and  agricultural  sectors  with 
regional  entrepreneurial  opportunities  in  agriculture,  retailing  and  distribution  and  (9)  a 
substantial  increase  in  government  revenue  due  to  consumer  market  expansion. 

The  proposal  concluded  by  stating  how  well  it  fitted  with  the  broad  objectives  of 
the  economy  and  how  it  “specifically  supported  national  priorities  in  areas  such  as  exports, 
agriculture,  employment  and  technology”.  This  broadly  was  the  proposal  for  the  Rs20  million 
joint  venture.  The  proposal  went  through  the  customary  scrutiny  and  was  forwarded  to 
several  key  officials  under  whose  jurisdiction  the  project  would  fall.  One  such  official  was 
Amitabh  Pande,  Managing  Director,  Punjab  Agro  Industries  Corporation.  Pepsi  and  Duncans 
had  sounded  him  for  advice  and  co-operation.  In  a  letter  addressed  to  NK  Prasad,  Vice 
President,  Corporate  Resources,  Duncan  Enterprises,  Pande  writes:  “I  have  examined  the 
application  submitted  to  the  Government  of  India  and  I  find  that  the  claim  made  in  favour  of 
the  benefits  to  the  proposed  food  industry  are  completely  un  the  totally  negligible  impact  the 
proposal  is  likely  to  have  on  the  food  processing  and  given  that  it  involves  virtually  no  fresh 
investment  of  capital  and  no  introduction  of  new  technology,  I  am  afraid  you  can  count  me 
out  from  lending  any  support  or  advocating  the  Punjab  Government’s  support  for  the 
proposal.” 


This  then  was  the  first  Pepsi  attempt  to  enter  the  country.  (Paqnde’s  views  are 
particularly  interesting  in  the  light  of  what  was  to  follow  with  Pepsi’s  second  proposal).  The 
proposal  needless  to  say  fooled  no  one,  and  was  rejected  on  the  primary  grounds  that  the 
import  of  concentrate  could  not  be  agreed  to  and  that  the  use  of  foreign  brand  name  as 
domestic  tariff  area  (DTA)  was  not  allowed. 

Pepsi,  however,  was  not  one  to  give  in  so  easily.  This  is  were  Ramesh  Vangal, 
(current  MD,  Pepsi  Foods  India)  make  his  entrance.  Vangal  following  a  London  Business 
degree  had  built  up  a  reputation  for  himself  as  a  trouble-shooter  after  a  stint  with  a  firm  badly 
in  the  red.  Pepsi  headhunters  approached  him  and  soon  after  he  handled  Pepsi  entry  in  Egypt. 
Post  the  Duncans  fiasco,  Vangal  was  roped  in  tight  spot  trouble-shooting  and  (b)  that  was  an 
NRI. 
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Pepsi  had  by  now  fathomed  that  the  clearance  depended  primarily  on  political 
lobbying  and  support.  Also  it  had  seen  that  a  cursory  jargonised  statement  about  food 
processing  was  not  enough.  There  had  to  be  more  definite,  detailed  and  specific  benefit  that 
could  give  them  a  talking  point.  With  these  in  mind  they  went  about  their  last  ditch  attempt. 
And  this,  it  must  be  said  for  them  was  a  much  more  concerted  effort,  even  if  it  was  to  be  one 
of  the  greatest  hoaxes  the  country  has  seen.  This  time  round,  Pepsi  partners  were  the 
government  agency  PAIC  (Punjab  Agro  Industries  Corporation)  and  Tata  concern  Voltas 
who  had  already  made  a  not  too  successful  foray  into  the  soft  drinks  industry  with  their 
Volf  arm  products  in  partnership  with  PAIC. 


The  aforementioned  Amitabh  Pande,  who  had  turned  down  all  support  to  the 
Duncans  proposal  now  stands  revealed  the  strong  advocate  for  the  clearance  of  the  Project. 
August  10,  1985  finds  him  dashing  off  a  clandestine  telex  from  PAIC  to  Pepsi  addressed  to 
Christ  Albright  and  Nestor  Carbonnel,  Senior  Vice-Presidents  of  PepsiCo.  In  a  complete 
Volte-face,  he  is  now  conciliatory  and  supportive  to  the  point  of  sycophancy.  He  advises 
Pepsi  to  gamer  political  and  bureaucratic  support  to  facilitate  an  early  clearance  of  the 
Project.  Pande’ s  telex  (reproduced  in  the  annexure)  is  self  explanatory: 

“I  have  had  discussions  with  Mr  JC  Chopra,  Senior  Vice-President,  Voltas  and 
my  colleagues  in  the  Punjab  Government.  I  have  also  spoken  to  Sardar  Prakash  Singh  Badal. 
On  the  basis  of  these  discussions,  it  is  my  confirmed  view  that  the  proposal  and  the 
application  as  it  stand  does  not  stand  the  chance  of  obtaining  Government  approval  or 
obtaining  strong  support  from  the  Government  of  Punjab.  The  present  proposal  will  not 
merely  have  to  be  modified  but  will  have  to  be  possibly  abandoned  and  a  fresh  application 
made.  The  proposal  will  stand  a  chance  of  getting  very  strong  support  from  the  State 
Government  if  it  is  made  on  the  following  lines...  I  hope  this  telex  can  be  kept  confidential 
and  at  this  stage  not  — repeat  not-  discussed  with  Duncans...  If  the  suggestions  made  above 
are  agreeable,  I  would  like  you  to  write  immediately  to  the  Governor,  Shri  Arjun  Singh  or  the 
Chief  Secretary  Shri  PH  Vaishnov  referring  to  the  earlier  meetings  and  mentioning  the 
possibility  of  collaboration  on  the  above  lines.  This  letter  should  be  from  Pepsi  and  not  from 
Duncans  or  Voltas  or  any  Indian  entity.  Once  such  a  letter  has  been  sent  I  would  suggest  your 
team  camp  in  Chandigarh  and  Punjab  for  three  or  four  days  and  work  out  the  details  of  the 
proposal  and  meet  all  the  top  officials,  political  personages,  etc.” 


the  implications  of  an  IAS  Officer  attached  Punjab  Government  communicating 
in  this  fashion  to  organisation  he  was  opposed  to  initially  is  to  say  the  least,  serious.  What 
caused  this  turnabout?  An  official  inquiry  intoO  Pande’ s  ‘motivation’  seems  called  for. 
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August  6,  1986  finally  saw  the  PAIC  formal  application  for  a  foreign 
collaboration  with  PepsiCo  Inc  “to  establish  a  joint  agro  industrial  venture  predominantly  in 
the  area  of  food  processing”. 


The  joint  venture  involved  this  time  the  PAIC,  PepsiCo  and  in  place  of  Duncans, 
the  Tata  subsidiary  Voltas  Limited.  This  time  the  emphasis  was  shifted  predominantly  to  food 
processing  and  less  weightage  given  to  soft  drinks.  Pepsi  had  learnt  their  lesson. 
Notwithstanding,  the  proposal  was  not  significantly  different.  This  will  be  discussed  in  length 
a  little  later.  However  a  brief  overview  of  the  project  is  as  follows:  A  joint  promoted  by 
PepsiCo,  PAIC  and  Voltas  Ltd —  Ownership-  Foreign  :  PepsiCo  39.89%  India  :  60.11% 
PAIC/Voltas  total  equity  —  Rs9  crore  Total  capital  outlay  — Rs22.55  crore 

-  Key  elements  of  venture 

Agro  research  centre  (outlay  Rsl.55  crore) 

Potato/grain  processing  units  (outlay  Rs8  crore) 

Fruit/Vegetable  processing  units  (outlay  Rs7.5  crore) 

Soft  drink  concentrate  unit  (outlay  Rs5.5  crore) 

-  Raw  Material  utilisation  (in  Punjab) 

80,000  metric  tons  of  pear,  tomato,  apple,  mango 
(25%of  fruit/vegetable  production). 

20.000  metric  tons  of  potato  and  grain 
(7  %  of  total  production) 

-  Export  commitments 

50%  of  total  ex-factory  cost  of  production 
Foreign  exchange  inflow  to  outflow  ratio  of 

3:1  (outflow  includes  capital  equipment,  raw  material,  dividends,  etc.) 

Export  commitment  duration  of  1 0  years 

Minimum  cumulative  export  earning  committed  Rs200  crore. 


This  is  a  very  broad  summary  of  the  Proposal  in  Pepsi  own  words.  A  more 
indepth  analysis  of  the  frauds  follow  later  on. 


The  Bureaucrtic  Scrutiny 

The  procedure  normally  followed  whenever  a  project  is  to  be  cleared  is  that  the 
Ministry  concerned  submits  the  proposal  to  a  PAB  began  its  scrutiny  taking  into  account  the 
in  house  food  processing  technology  available  with  Pepsi,  the  ways  and  nature  of  the 
technology  transfers  taking  place,  the  employment  it  would  generate  etc.  The  secretaries  who 
constituted  the  PAB  met  on  September  16,  1986  to  go  into  the  above.  Later  PAIC  officials 
appeared  before  the  Secretary  Agriculture  and  Co-operatives  Srinivas  Shastri  and  pleaded 
clearance  of  the  project.  On  November  22,  1986,  V  Vijayshekharan,  Secretary  at  the  Food  & 
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Civil  Supplies  Ministry  wrote  to  the  Secretary  Department  of  Industrial  Development, 
Ministry  of  Industry  follows:  “with  all  the  salient  features,  the  advantages  to  the  country, 
etc...  not  in  favour  of  the  proposal.  PepsiCo’s  projection  of  30%  of  turnover  in  synthetic 
materials  marketed  in  India  would  give  a  set-back  to  the  Food  Processing  Industry.” 

On  January  22,  1987,  the  Department  of  Economic  Affairs,  FNT  &T  Section 
listed  the  following:  “soft  drinks  is  a  low  priority  area.  Entry  of  PepsiCo  into  this  area  will 
harm  domestic  manufactures  considerably.  The  issue  is  how  this  kind  of  matching  that  is, 
outgo  of  foreign  exchange  and  export  earnings  is  to  be  effecientky  ensured  and  monitored. 
The  question  that  need  to  be  faced  is  that  once  the  unit  is  set  up,  what  are  the  options 
available  to  the  Government  if  the  projected  exports  do  actually  take  place?” 

On  May  27,  1987  a  special  PAB  decided  that  a  group  under  the  Additional 
Secretary  of  Agriculture  would  examine  the  technological  capability  expertise  in  the  food, 
fruit  and  vegetable  processing  industries  as  well  as  its  ability  to  assess  such  technology  and 
transfer  it  to  the  project.  This  further  says  that  this  group  has  to  ascertain  Pepsi’s  willingness 
for  a  60%  export  obligation.  On  the  specific  discussion  on  PepsiCo’s  capability  and 
experience  in  agro-research  and  agro-processing  in  the  same  meeting  of  May  27,  the 
department  of  Food  is  reported  to  have  said,  “they  have  no  definite  information  on  the 
capability  and  expertise  of  PepsiCo.  Also  no  definite  assurance  has  been  given  by  the 
PALC”. 


It  was  agreed  that  more  information  and  details  were  necessary  for  the  PAB  to 
examine  and  assess  the  technological  capability  in  agro-processing,  technology  transfer  of 
food  and  vegetable  processing. 

On  August  10,  1987  another  PAB  meeting  was  held  but  nothing  could  be  decided 
as  the  Additional  Secretary,  Department  of  Agriculture  had  not  submitted  his  findings  on  the 
technology  aspects.  However,  the  department  of  Agriculture  was  asked  to  continue 
correspondence  on  the  subject  as  is  revealed  here: 

“On  query  of  the  technical  competency  of  PepsiCo  in  food  processing”  the 
Additional  Secretary  of  the  Department  of  Agriculture  reports  to  the  PAB-“CFTRI,  Mysore 
has  been  asked  to  examine  the  technology  related  issue  here  also”. 

In  another  meeting  held  ten  days  later  the  answer  given  in  response  to  the 
specifications  required  by  the  Additional  Secretary,  Agriculture  by  CSIR  was  minuted  : 
“PepsiCo’s  proposal  does  not  divulges  technological  details.  Further  PepsiCo  and  its 
associated  companies  have  experience  only  in  processing  potato  and  maize  products.” 

The  indepth  nature  of  the  bureaucratic  scrutiny  narrated  above  shows  that  the 
proposal  did  not  succeed  in  obscuring  basic  issues.  It  was  obvious  that  no  technology  transfer 
worth  the  name  was  taking  place.  Why  then  did  the  PAB  not  reject  the  proposal  outright. 
Further  the  decision  for  the  clearance  of  a  Rs  22.55  crore  project  was  forwarded  to  the 
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cabinet.  The  total  proposal  was  sent  on  September  6,  1988  to  a  group  of  ministers  constituted 
by  then  Prime  Minister  Rajiv  Gandhi  himself.  Initially  the  then  Finance  Minister  ND  Tiwari 
was  to  head  the  group.  But  he  was  replaced  by  Sardar  Buta  Singh  whose  pro-Pepsi  leanings 
were  well  know.  The  whole  process  throws  open  a  number  of  questions  both  with  regard  to 
the  Government  commitment  to  its  own  stated  policies  as  well  as  the  very  dubious  modus 
operandi  of  bureaucratic  procedures.  This  then  overtly  was  the  progress  of  the  Project 
proposal  until  its  ultimate  ultimate  clearance  at  the  highest  level.  What  led  to  the  clearance  of 
a  Project  that  had  led  to  so  much  controversy?  Here  a  host  of  factors  as  well  as  Pepsi’s 
behind-the-scenes  workings  must  be  taken  into  account  to  understand  the  PM’s  decision. 
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CHAPTER  3 

BREAKING  THE  BLOCKDE 


No  single  project  has  been  the  centre  of  so  much  attention  and 

controversy  as  the  PepsiCo  venture.  There  was  a  huge  public  outcry  channelised 
through  the  Press.  The  Project  was  the  subject  of  innumerable  debates  in 
Parliaments.  The  domestic  soft  drinks  and  processed  food  industries  too 
registered  stiff  protests. 


The  press  in  its  articles  (a  few  samples  are  provided  in  the  annexures) 

stressed  the  following  issues. 

-  India  did  not  need  this  kind  of  technology  especially  as  it  was  in  a  non 
priority  sector.  Any  agriculture  and  food  provide  could  be  developed 
indigenously. 

-  The  Indian  soft  drink  industry  had  come  into  its  own  and  no  further 
assistance  was  required  from  an  MNC.  More  particularly,  the  self  sufficiency 
that  had  been  built  up  would  be  undermined  by  the  introduction  of  a  foreign 
brand  name. 

-  An  MNC  like  PepsiCo  with  proven  CIA  affiliation  (discussed  in  the 
last  chapter)  was  suspect  and  would  bode  the  country  no  good. 

-  PepsiCo’s  promises  were  not  worth  the  paper  they  were  printed  on  and 
the  food  processing  and  export  plants  were  just  red  herrings  to  disguise  their 
real  goal  namely  the  domestic  soft  drink  market. 

-  If  PepsiCo  did  have  something  serious  to  contribute  to  the  Indian 
agricultural  and  food  processing  industries,  then  they  should  restrict 
themselves  to  those  fields  exclusively  and  not  enter  the  soft  drink  market  at 
all. 
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These  concerns  were  voiced  vehemently  both  in  the  media  and  in 
both  Houses  of  Parliaments  (see  Annexure).  The  Government  did  present  this 
alternative  to  PepsiCo  who  immediately  baulked.  There  arguments  were  that 
Pepsi  was  their  flagship  concern  and  they  would  not  come  in  for  research  and 
processing  exclusively.  The  whole  proposal  was  a  package  deal  and  could  not  be 
broken  down  to  any  single  component.  As  it  was,  they  had  limited  themselves 
tremendously  in  the  field  of  soft  drinks.  They  were  not  asking  for  the  whole 
market  but  only  a  share  in  it.  All  fears  regarding  the  predominance  of  soft  drinks 
were  baseless  and  were  primarily  “orchestrated  by  a  cartel  of  domestic  soft  drink 
manufacturers  who  perceived  the  entry  of  Pepsi  as  a  threat.  In  fact  two  companies 
(read  &  Pure  Drinks)  controlled  over  90%  of  the  market.  In  this  campaign 
particular  efforts  were  made  to  discredit  Pepsi’s  credentials  in  food  technology”. 
They  reiterated  that  “the  venture  was  preponderantly  food  related”  and  that 
PepsiCo  was  “primarily  a  food  company  with  more  than  two  thirds  of  its 
Rs20,000  crore  business  being  in  food  processing”,  (this  it  may  be  recalled  was 
due  to  various  mergers  and  acquisitions  Pepsi  under  Donald  Kendall  had  made. 
Pepsi’s  primary  concern  was,  is  and  always  will  be  soft  drinks). 

Parliament  also  saw  heated  debates  questioning  the  Government’ s  commitment  to 
its  own  declared  policies  and  PepsiCo’s  real  motives. 

The  controversy  was  further  fired  by  an  open  letter  written  to  Prime  Minister 
Rajiv  Gandhi  by  suspended  MP  Chimanbhai  Mehta.  In  a  truly  prophetic  letter 
Mehta  writes: 

Dear  Shri  Rajivji:  Although  I  am  suspended  arbitrarily  on  baseless 
grounds,  I  still  consider  it  my  duty  to  wish  well  of  the  Congress  Party  and 
therefore  this  letter  to  you.  The  burden  of  this  letter  is  to  highlight  once  again  a 
major  political  blunder  that  you  and  our  party  are  being  trapped  into.  I  believed 
that  in  your  personal  backing  of  the  Pepsicola  project,  we  have  made  a  major 
error.  It  is  not  too  late  to  rectify  it.  We  must  today  seek  ways  of  delaying  the 
implementation  of  the  project  so  that  we  have  a  second  look  about  it  in  the  future. 
You  were  advised  thit  will  help  you  in  your  first  Punjab  trip  to  talk  favourably 
about  Pepsi  but  in  to  produced  good  results.  We  need  to  examine  several  issues 
involved  in  once  again.  The  most  important  issue  is  that  since  people  believe  that 
Pepsi  had  your  blessing,  the  Congress-I  cannot  afford  to  have  Pepsi 
advertisements  at  every  street  corner  at  time  of  elections.  Our  people  will  see  it  as 
yet  another  pro-rich  project  of  the  Rajiv-Congress.  People  who  in  large  parts  of 

the  country  have  to  walk  for  half  an  hour  to  water  will  see  the  new  American 
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: 

drink  as  a  symbol  of  utter  disrespect  for  the  basic  needs  of  the  people  and 
Pepsicola,  unlike  the  Bofors  gun  which  has  damaged  us  already,  will  be  seen  on 
television  screens  every  day  by  millions. 

The  fact  I  wish  to  emphasise  is  that  while  Pepsi  may  have  been 
approved  under  the  excuse  to  export  and  good  to  agriculture,  all  this  will  not  be 
accepted  by  the  people.  In  the  battle  for  votes,  Pepsi  cola  in  the  shops  will 
become  a  symbol  of  our  government  attitude  to  the  poor. 

Please  bear  in  mind,  Pepsi  cola  are  giants.  They  respect  no 
governments.  They  recognize  no  frontier.  Sir,  they  will  seek  to  attack  you  seek  to 
stop  them.  Put  a  stop  to  them  we  must”,  (in  fact  Rajiv  Gandhi  after  the  election 
debacle  of  1989in  an  interview  with  Sunday  magazine  that  the  Project  was  in  bad 
shape  now  but  when  he  had  cleared  it,  had  been  different). 

Another  acerbic  letter  was  penned  by  IK  Gujral  (formerly  of  the 
Congress  and  now  in  the  Janata  Dal).  He  was  responding  to  a  pro-Pepsi  article  in 
the  Times  of  India  by  Prem  Shankar  Jha.  In  this  letter  dated  September  13,  1986, 
Gujral  writes: 

“Sir,  one  has  been  reading  so  much  about  the  interaction  between  the 
pro  and  anti  Pepsi  Cola  lobbies  that  one  could  assume  that  there  is  an  element  of 
politics-cum-vested-interest  nexus  on  either  side.  Mr.  Prem  Shankar  Jha  in  his 
lucid  article  had  attempted  to  present  the  proposition  that  approving  the  Pepsi 
Cola  project  would  make  the  horticultural  perishables  marketable  at  home  and 
abroad.  While  I  go  along  with  Mr  Jha  in  his  plea  that  our  agriculture  must  step 
into  these  highly  profitable  areas,  I  am  unable  to  buy  his  prescription  for 
induction  of  a  multinational  giant  into  our  horticultural  sector. 

The  offer  is  beautifully  packaged  and  is  quite  tempting.  But  several 
countries  in  South  America  have  followed  this  path  with  devastating  political  and 
economic  consequences.  These  “do  gooders”  have  as  everyone  knows, 
pressurised  the  farmers  and  given  a  new  phrase  to  the  political  dictionary —  the 
Banana  Republic. 

I  entirely  support  Mr.  Jha’s  contention  that  horticultural  revolution  is 
urgently  needed.  But  the  technologies  of  preservation  and  incremental  production 
are  neither  in  the  exclusive  domain  nor  even  a  monopoly  of  one  set  of  countries. 
Even  small  countries  like  Bulgaria  and  Green  have  achieved  remarkable  results  in 
these  domains. 

These  technologies  if  needed  are  available  in  various  world  markets 
unlike  the  fifth  generation  computers  or  secret  defence.  Turnkey  offers  and 
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packages  like  House  offered  by  Pepsi  Cola  should  be  purchased  only  by  those 
countries  which  are  on  the  threshold  of  development,  which  we  are  not. 

Mr.  Jha’s  other  point  pertains  to  marketing  skills.  The  Pepsi 
proposition  has  an  inbuilt  tendency  to  create  a  monopoly  situation  that  will  place 
our  farmers  at  the  mercy  of  foreigners  who  can  manipulate  the  price  and  demand 
and  create  glut  and  scarcity  at  will. 

While  I  agree  with  Mr.  Jha  that  “a  single  project  cannot  usher  in  vast 
changes”  it  is  likely  to  set  up  a  dangerous  precedent  and  a  trend  of  picking  up 
easy  option  may  bring  in  many  other  cousins  of  Pepsi  in  collaboration  with  one 
State  or  another.  Mr  Jan’s  formulation  that  “no  one  else  has  offered  all  the 
packages”  should  be  trated  as  a  challenge  by  our  Ministry  of  Agriculture  and  our 
scientists.  Why  should  they  be  waiting  for  someone  else  to  know  at  their  doors? 
These  small  time  politicians  would  be  dealing  with  sophisticated  manipulation  of 
MNCS  and  thus  create  lobbies  that  would  alter  the  framework  of  our  time-tested 
policies”. 

This  then  was  the  kind  of  flak  the  Project  was  attracting.  And  unless 
some  swift  action  taken  the  second  proposal  too  threatened  to  go  the  way  of  the 
first  one.  The  blockade  had  to  be  broke.  So  Pepsi  decided  to  get  into  some  active 
lobbying  itself. 

The  first  step  was  to  drum  up  some  farmer  support.  They  then  went 
around  to  sell  the  project  to  the  Panchayats.  In  the  process  they  started  a  signature 
campaign  that  was  to  procure  some  20,000  signatures.  These  were  submitted  in 
volumes  to  the  Government.  The  overt  statement  being  that  the  campaign 
conclusively  proved  that  this  was  what  the  farmers  themselves  wanted.  With  this 
was  a  veiled  threat  to  the  Government  -  that  should  the  Government  choose  to 
ignore  this  vote  for  Pepsi,  then  they  would  have  to  contend  with  the  ire  of  the 
farmers  when  the  real  voting  began.  Mahinder  Singh  Tikait  and  Kanshi  Ram  were 
asked  to  lend  their  support.  The  PAIC  which  dealt  with  the  farmers  in  Punjab 
were  behind  the  collection  of  signatures.  The  officers  under  orders  from  Amitabh 
Pande  and  later  his  successor  Gokul  Patnaik  out  covering  every  major  village  and 
solicited  signatures,  while  making  Pepsi’s  promises  of  a  new  agricultural 
revolution. 


The  next  step  in  the  game  plan  was  the  Punjab  Card.  Pepsi  used  the 
rising  militancy  to  twist  the  government’s  arm.  They  touted  themselves  as  the 
panama  to  al  of  Punjab  economic  problems.  Any  attempt  to  delay  the  Project 

would  only  intensify  the  already  worsening  terrorist  situation.  Further  the  project 
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would  generate  over  50,000  jobs.  Every  letter  Surjit  Singh  Barnala,  the  then 
Punjab  CM  would  write  to  the  centre  about  the  status  of  the  project  e  was  leaked 
to  the  Press.  This  would  be  played  up  on  the  lines  of  Punjab  clamours  for  Pepsi 
Clearance,  CM  writes  to  PM,  etc. 

The  third  step  was  the  assertion  that  they  were  the  beleaguered  lot 
under  constant  attack  by  the  local  soft  drink  cartel  (read  Parle  and  Pure  drinks) 
who  had  monopolized  the  market  and  were  now  resenting  any  competition.  To 
quote  a  Pepsi  brochure  “In  the  end  the  soft  drinks  aspect  of  the  venture  will  mean 
more  competition,  more  innovation,  better  distribution  and  lower  prices”.  This 
stands  exposed  today  as  complete  fallacy.  Here  they  also  roped  in  small  bottlers. 
One  such  association  formed  by  a  M  P  Jaipuria  in  Madhya  Pradesh  kept  shooting 
off  letters  to  the  Press  and  the  Government  clamouring  for  the  Project  clearance. 
Jaipuria  bemoaned  the  small  bottlers  predicament.  Parle  and  Pure  Drinks 
according  to  him  dealt  only  with  big  business  houses.  Pepsi  he  argued  would 
benefit  the  small  timers  who  would  be  given  the  franchises  and  thus  the 
monopoly  could  be  broken.  Today  Jaipuria  apart,  it  is  interesting  to  note  the  small 
timers  Pepsi  is  dealing  with  -  the  Tatas,  Birlas,  Shrikant  Ruparel  to  name  just  a 
few! 


The  next  step  was  to  call  in  Big  Brother  who  had  of  course  been 
watching  all  along.  It  took  over  two  year  before  the  Project  was  ultimately 
cleared.  This  period  was  constantly  punctuated  with  mounting  pressure  from  the 
US  Government,  in  the  form  of  strong  communiques  from  then  Vice-President 
George  Bush,  the  US  Ambassador  to  India  and  of  course  Carla  Hills.  It  was 
indicated  that  if  the  Pepsi  project  was  not  cleared  it  would  send  negative  signals 
to  other  potential  investors.  Phrases  like  super  301  were  bandied  about.  And  all 
the  while  Pepsi  in  the  form  of  Donald  Kendall  was  playing  mediator.  Kendall  was 
apparently  pacifying  mediator.  Kendall  was  apparently  pacifying  Carla  Hills  that 
India  was  indeed  a  country  worthy  of  investment,  as  indeed  the  clearance  of  the 
Pepsi  Project  would  show.  This  was  as  direct  a  threat  as  could  be.  Rajiv  was 
being  told  clear  the  Project  or  else! 

Rajiv  however  was  still  vacillating.  He  was  considering  the  more 
immediate  political  repercussions  at  home  with  the  elections  nearing.  It  was  at 
this  time  that  the  next  signature  campaign  hit  him.  This  time  it  was  in  the  form  of 
letters  singed  by  Members  of  Parliament.  The  first  one  was  against  the  project  by 
Hari  Kishan  and  endorsed  by  52  MPs. 
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And  with  this  letter  the  REAL  Pepsi,  the  REAL  story  emerges. 
Ramesh  Vangal  it  may  be  recalled  was  brought  in  for  his  trouble-shooting  skills 
to  head  project.  It  was  Vangal  who  was  very  ably  orchestrating  the  whole  game 
plan,  clearing  each  hurdle  as  best  as  he  could.  It  was  very  clear  to  him  that  a  lot  of 
political  support  would  have  to  be  mustered  before  the  project  received  the  go 
ahead.  While  Rajiv  Gandhi,  fearing  an  adverse  political  fallout  was  playing  it 
slow,  Vangal  got  busy.  Pepsi’s  mole  in  the  Prime  Minister’s  Office  (PMO)  kept 
him  informed  of  the  progress  or,  as  it  was,  non-progress  of  the  Pepsi  file.  The 
mole  advised  Vangal  to  garner  political  support  to  quieten  the  PM’s  growing 
unease  over  the  project.  Fearing  Indian  xenophobia  Vangal  had  tied  up  with 
India’s  leading  business  House  and  had  given  the  Project  as  much  positive  gloss 
as  he  could.  But  things  were  still  not  proceeding  satisfactorily.  So  he  appealed  to 
the  Tatas  to  use  enlist  MP  Hari  Kishan  Shastri  to  fight  their  cause  in  parliament. 
They  were  fairly  confident  about  his  support  as  their  liaison  man  in  Delhi  was 

Anil  Shastri,  Hari  Kishan  brother.  Anil  was  briefed  to  convince  his  brother  who  in  turn  being 
the  secretary  of  the  Congress  Parliamentary  Party  would  be  able  to  wield  considerable 
influence.  Hari  Kishan  agreed  to  help  and  asked  for  all  related  document  that  would  help  him 
understand  the  whole  case.  He  also  promised  to  mobilise  support  from  his  colleagues  to 
pressurise  the  PM.  Accordingly  all  relevant  documents  including  internal  memos  were  sent  to 
Shastri.  But  strangely  after  Shastri  received  the  dossier  he  clammed  up  and  refused  to  act  it. 
Vangal,  bewildered  by  this  asked  the  Tatas  to  investigate.  In  the  meantime  their  point  man  at 

the  PMO  kept  pressuring  them  to  organize  political  support.  Shastri  however 
continued  to  frustrate  both  Pepsi  and  the  Tatas.  One  morning  however  Vangal 
was  informed  by  the  PMO  in  the  person  of  their  mole  that  Shastri  had  indeed 
mobilised  the  support  of  fifty  MP  in  a  letter  to  the  PM.  Vangal’ s  jubilation  was 
cut  short  when  he  was  told  that  the  letter  unequivocally  condemned  the  Project  as 
a  “national  sell  out”  instead  of  supporting  it.  And  worse,  he  had  used  the 
confidential  internal  memos  to  highlight  the  negatives  of  the  Project.  The  letter 
concluded  with  the  strong  appeal  that  the  Pepsi  Project  be  rejected  in  the  national 
interest.  The  Tatas  had  meanwhile  discovered  the  cause  of  Shastri’ s  treachery. 
They  had  not  bothered  to  check  Shastri  out  thoroughly  before  approaching  him 
and  in  consequence  were  unaware  that  Shastri’ s  son  Sanjay  ran  a  franchise  for 
Pure  Drinks  under  the  name  of  Sanjay  Bottlers.  Now  shastri’ s  behaviour  began  to 
make  sense.  However  it  was  now  all  the  more  necessary  to  provide  a  counter 
letter  to  neutralize  the  damage  done  by  Shastri’ s  signature  campaign.  This  would 
also  drive  home  the  point  that  Shastri  was  merely  spurred  on  by  vested  interests. 
Anil  Shastri  had  now  become  the  object  of  suspicion.  To  appease  his  masters  the 
younger  Shastri  offered  to  collect  the  signatures.  However  despite  the  Tata  clout 
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the  result  was  a  poor  five  signatures  in  as  many  days.  Pepsi’s  illusions  about  the 
Tatas’  political  influence  too  were  crumbling.  In  desperation  the  Tatas  brought  in 
Zahid  Beg  who  was  a  Senior  Official  with  Tata  Services,  a  company  which 
chased  up  licences  and  performed  general  liaison  work  for  Tata  companies.  Zahid 
Beg  and  his  assistant  Krishnan  were  roped  into  help  resolve  the  crisis  and  bail 
Pepsi  out  of  the  predicament  they  were  in.  (Interestingly  Zahid  brother  Murad  Ali 
Beg  represents  Coca  Cola).  Zahid  beg  was  considered  as  he  was  on  a  first  name 
basis  with  most  of  the  top  bureaucrats.  However  it  was  Krishnan  who  provided 
the  breakthrough. 

In  one  of  the  many  frenzied  meetings  held,  Krishnan  recommended 
approaching  the  South  Indian  group  of  MPs,  as  not  only  were  they  closer  knit  but 
Krishnan’ s  opinion  more  amenable  to  pressure.  Krishnan  felt  that  if  any 
signatures  were  to  be  it  would  have  to  be  from  this  lobby.  Vangal  was  not  in  the 
least  concerned  whether  the  MP  signing  was  from  the  North  or  the  South.  The 
more  distanced  from  Pepsi’s  direct  sphere  of  operations,  the  better.  Other 
however  had  their  reservation  about  the  effectiveness  of  South  Indian  MPs 
clamouring  for  a  project  to  be  cleared  in  Punjab.  But  as  Vangal  pointed  out  it  was 
now  a  case  of  Hobson’s  choice.  According  Krishnan  got  in  touch  with  an  MP 
named  Dr.  Rajeshwaran  through  his  secretary  N  Ramadurai. 

Krishnan  duly  fixed  up  an  appointment  with  Dr  Rajeshwaran,  and 
soon  Ramesh  Vangal,  Amitabh  Pande,  Jagdish  chopra  (Senior  Vice-President  of 
Voltas),  Krishnan,  Zahid  Beg  and  Anil  Shastri  were  in  conference  with 
Rajeshwaran.  The  proposition  was  put  to  Rajushwaran.  He  was  told  that  just  one 
or  a  few  signatures  would  not  do.  they  would  require  over  50  signatures  to 
recover  ground  lost  to  Shastri.  The  doctor  (it  may  be  noted  here  that  Rajeshwaran 
did  not  have  any  solid  political  base  but  was  in  the  Lok  Sabha  on  film  actor  siviji 
Ganesan’s  quota  of  five  seats)  knew  his  limitations  but  was  loth  to  let  Pepsi  slip 
away.  He  told  Vangal  and  co  that  the  ‘Boss’  was  just  the  man  for  them.  The 
‘Boss’  as  Rajeswaran  and  a  few  others  called  him  being  L  Adaikalaraj,  the  arrack 
king  and  Congress-I  MP  from  Tiruchirapally.  Rajeshwaran  promised  to  contact 
the  ‘Boss’  and  find  out  if  such  an  extensive  signature  campaign  was  possible  or 
not.  But  Vangal  was  impatient  and  a  meeting  over  dinner  at  The  Taj  Palace,  New 
Delhi  was  fixed  for  the  same  day.  Adaikalaraj  however  preferred  dinner  and 
drinks  at  his  own  residence  and  invited  the  Pepsi  delegation  over. 

That  hot  august  evening  saw  the  same  coterie  assembled  at 
Adaikalaraj  ’  s  residence.  Adaikalaraj  did  not  run  a  successful  hooch  for  nothing. 
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Though  he  knew  very  few  MPs  outside  the  South,  he  was  a  shrewd  man  and  saw 
enormous  opportunities  in  linking  his  lot  with  Pepsi’s,  amidst  a  steady  flow  of 
liquor  and  over  a  sumptuous  dinner  Vangal  and  Pande  commenced  their  sales 
pitch.  Vangal  couched  the  proposal  with  phrases  like  “national  service”.  They 
argued  that  in  India  fruit  processing  was  not  worth  the  name  and  exports  were 
less  than  1  %  of  the  national  horticultural  produce.  Here  was  a  chance  to  revitalize 
the  economy.  And  vested  interests  were  creating  stumbling  blocks.  Large  sections 
of  the  Press  too  had  been  suborned  by  these  vested  interests.  This  tirade  continued 
until  Adaikalaraj  promised  to  help  them  out.  But  Adaikalaraj  wanted  to  meet 
Vangal  alone.  So  a  breakfast  meeting  was  arranged  the  next  day.  Vangal 
presented  himself  at  Adaikalaraj ’s  residence  at  9  am  the  following  day.  Over  an 
elaborate  south  Indian  breakfast,  Adaikalaraj  came  directly  to  the  point.  He 
guaranteed  a  reversal  of  the  whole  situation.  He  would  exceed  the  required 
number  of  signatures  but  what  was  in  it  for  him?  Even  the  normally  suave  Vangal 
was  taken  aback.  He  told  Adaikalaraj  that  he  was  not  sure  that  he  would  be  able 
to  adequately  compensate  but  wanted  to  know  what  Adaikalaraj  had  in  mind. 
Adaikalaraj  pound  of  flesh  was  a  bottling  franchise  in  the  South.  Vangal  was 
quick  to  accept.  With  a  lot  of  theatricality  he  said  that  he  saw  no  problem  with  the 
allocation  of  a  franchise.  Adaikalaraj  was  however  not  one  to  be  content  with 
mere  promises.  He  pointed  out  that  once  the  project  was  cleared,  Pepsi  would  be 
under  a  lot  of  pressure  and  lot  of  other  obligations.  In  Adaikalaraj  ’  s  own  words — 
-  “look,  when  the  Project  is  cleared  and  the  job  has  been  done  there  are  going  to 
be  a  lot  of  pressures  on  Pepsi,  Voltas  and  the  PAIC  and  so  many  people  will  be  in 
the  field  for  a  franchise.  There  will  be  cabinet  ministers  with  their  sons,  their 
nephews,  their  brothers  and  there  will  be  Government  and  Chief  Ministers  of  the 
States  in  which  bottling  units  are  to  come  up  and  they  are  all  big  people  and  will 
be  putting  all  kinds  of  pressures  and  if  at  that  time  Pepsi  were  to  turn  around  and 
say  sorry  Adaikalaraj,  we  really  went  to  help  you  but  our  hands  are  tied,  I  would 
then  be  sunk”.  Vangal  who  saw  all  this  as  well  within  the  realms  of  probability 
asked  Adaikalaraj  how  he  could  be  reassured.  Adaikalaraj  said  he  wanted  the 
guarantee  right  away.  Vangal  was  amenable  and  promised  him  the  franchise.  This 
was  not  what  Adaikalaraj  had  in  mind.  To  quote  him  again-  “Mr  Vangal,  it  is  not 
that  I  disbelieve  you.  Maybe  you  will  still  have  good  intentions  at  that  juncture. 
But  as  I  explained  earlier,  there  will  be  far  too  many  pressures  working  and  the 
PAIC  as  government  department  will  not  be  able  to  resist.  So  tomorrow  if  you 
turn  around  and  say  no,  I  will  be  asked  how  that  could  be  done  now  as  the  Project 
hadn’t  been  cleared  and  the  company  hadn’t  been  formed.  Adaikalaraj  had  the 
solution.  Since  Pepsi  and  Voltas  together  had  over  60%  equity,  there  would  be  no 

24 


1 

problems  from  the  PAIC,  especially  since  the  MD  was  only  a  Deputy  Secretary. 
Pepsi  and  Voltas  could  collaborate  and  commit  the  franchise  to  him  in  writing.  If 
this  were  done,  Pepsi  were  done,  Pepsi  would  have  the  political  support  it  wanted. 
Now  it  was  Vangal’s  turn  to  haggle.  He  pointed  out  the  commitment  worked  both 
ways.  What  guarantee  was  there  that  once  the  franchise  was  committed  in  writing 
Adaikalaraj  would  deliver  the  goods?  Adaikalaraj  provided  the  compromise.  He 
said  the  commitment  need  be  signed  only  after  Pepsi  actually  saw  the  signatures. 
But  they  would  receive  the  letter  only  after  he,  Adaikalaraj  had  received  a  written 
guarantee.  Vangal  agreed  saying  that  he  would  immediately  confer  with  Voltas 
Chairman,  Tobaccowala,  as  Jagdish  Chopra  did  not  have  the  authority  to  decide. 
He  however  foresaw  no  serious  problems  in  this  regard  and  was  very  confident  of 
convincing  Tobaccowala  that  the  ‘price’  was  not  too  high. 

Adaikalaraj,  Dr  Rajesh  waran  and  his  camp  got  down  to  work  in 
earnest.  Their  task  was  a  little  more  difficult  since  parliament  was  not  in  session. 
However  there  were  still  many  MPs  who  were  present  in  and  around  Central  Hall. 
Adaikalaraj  and  company  went  around  collecting  signatures.  While  quite  a  few 
signed  off  the  cuff,  many  hand  to  be  persuaded.  One  such  was  a  second  term  MP 
called  Thangabalu.  His  face  assumed  a  strange  hue  when  he  was  approached  by 
Adaikalaraj.  He  angrily  asked  whether  he  was  being  made  a  fool  of.  The  reason 
being  that  he  had  already  signed  on  Hari  Kishan  Shashi’ s  earlier  letter 
condemning  the  project.  How  could  he  then  sign  a  letter  stating  exactly  the 
reverse.  Adaikalaraj  pacified  him  and  explained  that  no  one  was  in  a  position  to 
cross  check.  It  was  the  total  count  that  mattered.  After  some  more  argument 
Thangabalu  acquiesced. 

In  all  there  were  seven  more  MPs  who  signed  Adaikalaraj  letter  after 
having  signed  Shastri’s  earlier  on.  48  of  the  54  MPs  were  from  Tamil  Nadu.  8 
MPs  had  signed  both  letters,  which  (as  Adaikalaraj  had  shrewdly  predicted)  had 
gone  unnoticed.  This  prostitution  of  the  system  has  become  a  part  of  our  political 
life.  Such  is  the  integrity  of  our  democratically  elected  representatives! 
Adaikalaraj  ’  s  letter  with  the  signatures  of  54  MPs  was  finally  ready. 

With  the  letter  Dr  Rajeshwaran  and  this  writer  (see  Foreword  for 
explanation)  proceeded  to  Bombay  where  Adaikalaraj  had  booked  us  into  the 
Oberoi  Towers.  Soon  after  we  proceeded  to  the  Tata  guest  house.  Ramesh  Vangal 
Jagdish  Chopra  and  Voltas  Chairman  Tobaccowala  were  already  there.  Over 
drinks,  we  began  discussion.  Dr  Rajeshwaran  did  not  keep  us  company  for  very 
long  as  the  liquor  made  its  effect  felt  on  him.  As  the  discussions  proceeded  it  was 
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becoming  increasingly  clear  that  Adaikalaraj  ’  s  apprehensions  about  the  bargain 
being  adhered  to  were  justified.  Tobaccowala  was  not  in  favour  of  a  written 
commitment  at  this  stage  and  was  full  of  righteous  indignation  that  anybody 
could  presume  to  doubt  the  house  of  Tatas.  He  made  lengthy  speeches  about  his 
appreciation  of  a  political  force  like  Adaikalaraj  joining  them.  He  was  doing  all 
he  could  to  hedge  the  real  issue  of  the  barter.  Here  I  cut  in  bluntly  and  asked  if  he 
was  aware  of  Adaikalaj’s  terms.  This  irked  him  and  he  demanded  querulously, 
“Don’t  you  think  my  word  is  enough  ?”  I  repeated  all  of  Adaikalaraj ’ s 
apprehensions  and  arguments.  I  also  made  it  clear  that  Adaikalaraj  was  steadfast 
in  his  view  that  without  the  letter  confirming  the  franchise,  he  would  not  help 
Pepsi.  Tobaccowala  at  this  juncture  wanted  to  see  the  letter  and  54  signatures. 
Accordingly  I  showed  it  to  him  fishing  it  out  from  the  pockets  of  a  now  asleep 
Rajeshwaran.  He  looked  it  over  exclaiming.  “It’s  a  miracle”.  Having  said  so,  he 
proceeded  to  put  the  letter  into  his  own  pocket.  At  this  point  I  reached  out  and 
retrieved  the  letter  from  his  hand.  I  reminded  him  of  the  formality  that  had  to  be 
gone  through  before  he  could  claim  the  letter.  Tobaccowala  who  all  this  time  had 
been  keeping  his  cool  with  difficulty  erupted —  “Are  you  aware  to  whom  you  are 
talking?  I  may  be  only  Tobaccowala  — that  doesn’t  matter  much  —  but  I  am  also 
the  Tatas  and  how  dare  you  dictate  to  the  Tatas?”  I  forbore  to  remind  him  that  all 
the  Tata  men  could  put  together  were  five  signatures  in  five  days.  Instead  I 
pointed  out  that  this  was  hardly  a  case  of  terms  being  dictated.  If  even  now,  the 
Tatas  didn’t  want  to  go  through  with  the  deal,  they  were  perfectly  free  to  exercise 
that  choice.  Only,  as  far  as  Adaikalaraj  was  concerned,  it  was  going  to  be  a  letter 
for  a  letter. 


The  meeting  broke  up  and  (with  the  inebriated  Rajeshwaran)  returned 
to  our  Hotel.  Rajeshwaran,  who  was  by  now  recovering  wanted  to  call  the  ‘boss’ 
up  immediately.  I  however  felt  that  the  game  was  not  through  yet.  So  we  decided 
to  wait.  And  sure  enough  the  following  morning  saw  Vangal  and  Chopra  calling 
us  from  the  lobby.  They  came  up  and  described  how  they  had  kept  at  the  “old 
man”  until  2.30  in  the  morning  and  had  finally  convinced  him  of  the  criticality  of 
political  support.  Needless  to  say  Vangal’ s  persuasion  had  paid  off.  It  was  August 
15,  and  the  Voltas  offices  were  closed.  They  asked  if  the  letter  could  be  delivered 
the  next  day.  I  pointed  out  that  this  was  not  a  letter  for  the  files  but  more  in  the 
nature  of  a  promissory  note.  Chopra  then  sent  his  driver  off  to  fetch  an  official 
letter  hade.  It  was  on  this  that  Chopra  wrote  out  and  signed  the  franchise 
commitment.  Vangal  then  countersigned  the  document.  The  letter  was  then  taken 

away  for  Tobaccowala’ s  approval.  Letter  in  the  day  the  letter  reached  us  again, 
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this  time  with  a  covering  letter  hoping  that  “our  association  would  be  fruitful  and 
based  on  complete  trust”.  Both  these  letters  are  reproduced  in  the  annexure. 

This  was  Adaikalaraj ’ s  first  deal  with  the  Tatas.  But  by  no  means  was 
it  the  last.  When  Voltas  was  threatened  by  a  foreign  invasion  in  air-conditioning, 
Tobaccowala  got  Adaikalaraj  to  shoot  out  another  letter  to  the  PM.  This  time  the 
price  was  the  distribution  of  Volfruit  products  in  Tamil  Nadu.  Next  it  was  ITC 
that  was  in  trouble  with  an  excise  evasion  case.  Another  letter  countersigned  by 
MPs  pleaded  chairman  Sapru’s  case.  This  time  round  he  got  Rs  5  lakhs  for 
convening  a  church  meet  in  Tamil  Nadu  and  a  cooking  oil  agency  for  his  nephew. 
(More  of  Adaikalaraj ’ s  deals  follow  letter). 

Now  that  the  letter  was  signed,  a  few  formalities  were  left.  This 
included  a  first  hand  verification  of  Adaikalaraj  capability  to  run  a  franchise. 
Accordingly  Vangal  and  Chopra  paid  a  visit  to  Trichy  where  they  were  shown  a 
Hotel,  a  wood  seasoning  plant  (both  sustaining  losses)  and  the  Arrack  plant  that 
was  the  mainstay  of  Adaikalaraj  ’  s  business  and  as  a  corollary,  of  his  political 
clout.  Adaikalaraj  further  impressed  Tobaccowala  with  his  political  with  his 
political  influence  by  flying  down  to  Bombay  to  meet  him  with  Arunachalam,  the 
them  Minister  of  State  for  Industries  in  tow. 

With  this  the  die  was  cast.  The  last  hurdle  had  been  cleared.  Thus, 
ironically,  on  Independence  Day,  1986,  Pepsi  were  armed  with  the  weapon  that 
would  see  them  through  to  the  Indian  market. 


27 


CHAPTER  4 

THE  SECOND  COMING 


As  has  been  shown,  without  Ramesh  Vangal’s  careful  orchestration  the  Project  would  have 
stood  no  chance  for  clearance.  Publicly  however  Vangal  sought  to  keep  in  the  background, 
playing  the  part  of  the  persecuted  do-gooder.  Though  he  frequently  lash  out  at  the  “vested 
interests”,  he  was  quite  reticent  about  his  own  lobbying,  leaving  the  credit  for  this  to  his 
partners  — “my  job  was  to  keep  the  Punjab  Agro  and  Voltas  people  up  to  data  and  to  brief 
them  on  country  arguments  for  every  criticism.  They  did  the  lobbying”  (from  an  interview  in 
Business  India  dated  October  12,  1988).  This  was  in  keeping  with  strict  instruction  from 
PepsiCo  to  avoid  as  much  politicisation  of  the  project  as  possible.  Thus  Vangal  played  puppet 
master  behind  the  scenes  and  played  to  perfection.  Arranging  the  Adaikalaraj-Tobaccowala 
swap  was  not  his  only  achievement.  He  was  leaving  no  stone  unturned  as  his  own  career 
hinged  on  the  successful  clearance  of  the  Project.  He  also  met  Farooq  Abdullah,  then  CM  of 
J&K  at  the  time  was  facing  quite  a  crisis.  There  was  a  huge  surplus  of  fruit  production  but 
factories  were  unable  to  produce  at  full  capacity  due  to  the  paucity  of  sales  outlets.  Vangal 
now  transposed  the  Punjab  argument  on  to  J&K.  he  offered  to  either  set  up  apple  processing 
plants  or  to  directly  purchase  fruit  Kashmir  to  be  processed  elsewhere.  He  thus  prevailed 
upon  the  CM  to  write  to  Rajiv  Gandhi  to  clear  the  project  outlining  the  benefits  both  to  the 
country  and  to  J&K.  a  thoroughly  convinced  Abdullah  did  this. 
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Next  Vangal  proceeded  to  Shimla  to  meet  Raja  Vir  Bhadra  Singh,  them  CM  of 
Himachal  Prades.  The  same  spiel  produced  the  desired  result-  a  letter  to  the  PM.  Vangal  also 
managed  Pande  and  then  his  successor  Patnaik  in  using  PAIC  officers  to  muster  farmer 
support.  He  also  had  them  attend  Press  Conferences  with  him  to  demonstrate  state  backing. 

There  are  innumerable  such  instance  that  illustrate  Pepsi’s  hidden  persuaders  at 
work.  A  senior  Punjab  Government  official  who  was  vehemently  opposed  to  the  Project  in 
the  initial  stages  suddenly  had  a  change  of  heart  after  a  visit  to  the  USA.  Vangal  had  cabled 
Pepsi  USA  to  look  after  this  official  during  his  visit. 

Amidst  all  this  he  was  also  seeing  to  it  that  at  least  a  few  pro-Pepsi  articles 
appeared  in  the  Press  to  counter  the  barrage  of  anti  Pepsi  that  was  constantly  keeping  the 
controversy  in  the  news.  These  articles  minimised  the  drink  scenario  and  stressed  heavily  the 
benefits  to  the  agrarian  economy  in  general  and  Punjab  in  particular.  After  all  this  came  the 
letter,  the  last  card  he  had  been  waiting  for.  And  Vangal  promptly  plated  it.  To  keep  the 
pressure  on  he  drafted  another  letter  to  the  PM.  This  letter  purported  to  voice  the  pro-Pepsi 
feeling  in  the  South.  Needless  to  say  this  letter  was  also  forwarded  through  Adaikalaraj, 
through  Vangal  had  scripted  the  draft  in  his  own  hand.  One  wonders  what  the  PM’s  exact 
reaction  was  to  the  letter  which  oncluded  saying  “We  urge  the  Ministry  of  Food  Processing  to 
encourage  Pepsi  identify  similar  other  foreign  collaborators  to  start  similar  projects  in  our 
states  in  south  India  to  ensure  that  we  are  not  left  behind  in  this  important  development.” 
What  the  PM  did  not  know  was  that  the  letter  from  these  concerned  MPs  was  in  fact  drafted 
by  Ramesh  Vangal  in  his  own  handwriting  on  Taj  Hotel  stationery  (where  he  was  staying). 
This  letter  is  reproduced  in  facsimile  in  the  annexure.  As  mentioned  earlier  Rajiv  Gandhi  had 
been  delaying  a  decision  to  fully  consider  its  implications  on  the  coming  elections.  While  by 
itself  the  letter  might  not  have  amounted  to  much  it  was  the  last  straw  broke  the  camel’s  back. 

Septemberl9,  1988-  the  day  Rajiv  was  to  decide-finally  came.  A  tense  and 
anxious  group  comprising  Vangal  Zahid  Beg,  Anil  Shastri  and  few  other  including  this  writer 
(see  Foreword)  assembled  at  the  Tata  Services  Office  in  Parliament  Street.  Beg  had  given 
instruction  that  the  telephone  lines  were  to  kept  free  for  the  awaited  call  from  the  PMO.  Soon 
the  call  came  through.  Beg  picked  up  the  phone  and  his  face  lost  colour.  Everyone  knew 
something  was  wrong.  Beg  then  informed  everybody  that  the  PM  had  just  received  a  note 
from  his  former  Principal  Secretary  Gopi  Arora  who  had  strongly  condemned  PepsiCo’s 
entry  terming  it  the  “biggest  blunder”.  Arora  also  warned  the  PM  against  the  strong  political 
repercussions  if  the  Project  were  cleared,  feeling  that  it  might  cause  heavy  electoral  damage. 
Pepsi’s  mole  in  the  PMO  was  not  very  sure  whether  Rajiv  would  clear  the  Project  as  he 
normally  took  Arora’ s  advice  very  seriously.  They  were  however  to  await  further 
developments. 

Another  tense  hour  and  a  half  had  to  be  endured  before  the  phone  rang  again. 
This  time  Beg’s  was  reassuring.  Beg  replaced  the  instrument  and  jubilantly  informed  the 
gathering  that  the  PM  had  chosen  to  ignore  Arora’ s  advice  and  had  finally  decided  to  approve 
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project.  On  hearing  this,  Vangal  went  berserk.  His  moment  of  triumph  had  come.  Never  mind 
the  fact  that  the  Project  had  been  cleared  under  tremendous  conditionality,  and  the  morrow 
would  bring  an  even  greater  hurdle  than  the  clearing  of  the  Project —  its  implementation.  But 
tomorrow  was  another  day.  Or  perhaps  he  was  not  too  perturbed  about  promises,  never  meant 
to  be  kept. 


Both  Vangal  and  Beg  felt  that  the  next  that  the  move  was  to  get  the  Project 
announced  on  T.V.  Gokul  Patnaik,  now  MD  of  PAIC,  had  exercised  his  influence  with 
Doordarshan  Jullundur  to  organize  recorded  interviews  with  ‘selected’  farmers  in  Punjab. 
Beg  then  rang  up  Bhaskar  Ghose,  then  Director  General  of  Doordarshan,  at  home  (he  was  in 
bed  running  a  fever)  who  agreed  to  instruct  his  office  to  do  the  needful.  Some  further 
lobbying  and  argument  convinced  the  PMO  that  after  all  the  flak  the  project  had  picked  up,  it 
was  necessary  —  if  only  for  Government  credibility  —  that  the  Project  be  announced  with  all 
its  positive  features.  Accordingly  Jagdish  Tytler,  Minister  for  food  Processing  was  to 
announce  the  clearance  on  the  8.40  news  that  night. 

The  group  then  broke  up  having  arranged  to  meet  at  8  pm  at  Vangal’ s  suite  at  the 
Taj  Mahal  Hotel  on  Man  Singh  Road,  for  a  victory  party.  At  eight  in  the  evening  the  group 
reassembled  at  Vangal’ s  had  made  elaborate  arrangements  for  this  celebration.  He  had 
ordered  a  dozen  bottles  of  the  choicest  Champagnet  the  Taj  could  provide,  (one  does  not  after 
all  celebrate  with  Pepsi-Cola!)  he  had  also  booked  a  fixed  time  call’  to  Purchase,  New  York, 
so  that  the  HQ  could  also  join  in  the  celebrations.  Finally  the  news  bulletin  on  and  Jagdish 
Tytler  made  the  formal  announcement.  Vangal  had  the  receiver  against  the  TV  speaker  so 
that  his  bosses  could  hear  the  Minister’s  announcement.  No  matter  that  it  was  in  Hindi.  The 
announcement  was  followed  by  telephonic  clinking  of  glasses,  across  continents  oceans  and 
time-zones,  cheering  the  fact-  Pepsi  was  in! 

Though  the  Government  had  finally  cleared  the  Project  against  a  storm  of  protest 
and  without  much  in-depth  study,  it  had  also  taken  some  note  of  the  more  basic  criticisms. 
Accordingly  it  had  imposed  stronger  terms  that  were  handed  over  to  Pepsi.  In  a  letter  of 
intent.  Pepsi  had  under  taken  to  fulfil  all  those  commitments.  Based  on  this  the  government 
justified  the  clearance  outlining  the  following  advantages: 

1.  The  Project  will  create  employment  for  50.000  people  nationally  including  25,000 
extra  jobs  in  Punjab. 

2.  25%  of  the  total  fruits  and  vegetable  crop  in  Punjab  would  be  processed  in  this  project. 

3.  It  will  bring  in  advanced  technology  to  food  processing  and  provide  the  required  thrust 
to  marketing  of  Indian  products  abroad  since  the  company  is  already  established. 

4.  74%  of  the  total  proposed  investment  is  in  food  and  agro-processing. 

5.  50%  of  the  total  value  of  production  will  be  exported. 

6.  Manufacture  of  soft  drinks  will  be  limited  to  only  25%  of  the  total  turnover  of  the 
project. 

7.  Additional  tax  revenue  of  174  crores  per  annum  will  be  generated. 
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8.  The  terms  agreed  to  by  PepsiCo  in  India  are  far  better  than  their  existing  agreements 
with  Russia,  China  and  various  other  countries.  In  Russia  and  china  they  have  an 
export-import  ratio  of  1 : 1  whereas  in  the  case  of  India  the  ratio  will  be  5 : 1 . 

9.  In  Russia  and  China  the  concentrate  is  imported  from  their  own  plants  outside  the 
country.  In  India,  the  concentrate  will  be  manufactured  within  the  country  and  in  a 
company  in  which  majority  shares  will  be  held  by  Indian  partners. 

10. Export  obligation  to  extend  for  10  year  instead  of  the  usual  5  years. 

11.  Net  foreign  exchange  earning  equal  to  more  than  5  times  of  the  total  foreign  exchange 
outflow.  This  means  that  for  every  dollar  that  India  spends  in  foreign  exchange  on  this 
project,  the  company  will  ensure  an  export  earning  of  5  dollars. 

12.  The  company  would  be  allowed  to  repatriate  profits  only  after  they  have  fulfilled  their 
export  obligations,  that  is,  only  after  they  have  earned  5  dollars  will  they  be  allowed  to 
repatriate  or  spend  in  foreign  exchange  even  one  dollar. 

13. Import  will  be  totally  according  to  the  existing  policies  of  the  Government  of  India  and 
will  bear  all  customs  duties  as  in  vogue  at  the  time  of  import. 

14. The  promoter  has  agreed  that  export  activities  can  start  immediately  on  approval  and 
within  the  first  year  they  will  deliver  export  of  agricultural  products  worth  at  least  Rs 
20  crores. 

15.  An  Agro  Research  centre  to  be  established  by  PepsiCo  which  would  function  in 
consultation  with  ICAR  and  Punjab  Agricultural  University,  Ludhiana. 

16.  No  foreign  brand  names  will  be  used  for  domestic  sales. 


These  then  were  the  commitments  made  by  PepsiCo  to  enter  India.  Today  the 
company  has  reneged  on  every  singly  commitment,  flagrantly  violating  most  condition  and 
quibbling  at  the  semantic  of  some.  This  will  be  discussed  in  detail  in  the  following  chapter. 

Soon  after  the  go  ahead  (in  February)  Pepsi  set  up  a  snack  food  plant  and  tomato 
processing  unit  at  Zahura  in  Hoshiarpur  District.  Three  months  later  a  soft  drink  unit  was  up 
at  Channo. 


With  the  project  underway,  Pepsi  still  faced  a  lot  of  flak  and  many  disquieting 
moments  provided  by  the  media,  parliament  and  its  astute  competitors —  Jagatjit  Industries  in 
the  chips  area  and  Parle  -  Pure  Drinks  in  the  soft  drinks  scene.  But  its  most  disquieting 
moments  from  a  completely  unexpected  quarter:  its  arch  rival  Coca  Cola. 

While  Pepsi  had  been  going  through  the  grind  of  lobbying,  negotiations, 
conditions  etc.  Coke  had  been  silently  watching.  Though  Coke  had  been  unceremoniously 
evicted  from  the  country  in  1977,  they  had  by  no  means  abandoned  the  hope  of  returning.  In 
an  interview  to  Beverage  World  International,  Coca-cola  President  and  Chief  Operating 
Officer  Donald  R  Keough  states:  “We  left  India  in  1977  at  the  time  that  the  Gandhi  party  was 
thrown  out  of  office.  Coca-Cola  and  other  important  companies  sort  of  became  enemies  of 
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the  government  in  power  at  the  time.  We  left  and  we  have  not  returned.”  “But”,  he  assures, 
“we’ll  be  back”. 

With  the  Pepsi  project  finally  okayed,  the  Empire  was  ready  to  strike  back. 
Earlier  in  1986  after  Pepsi  had  submitted  its  application,  Coke  had  sent  a  term  of  experts  to 
study  both  the  current  Indian  market  scene  as  well  as  its  rival’s  project  proposal.  The  Coke 
team  studied  the  Project  and  found  it  threadbare  and  with  only  a  very  slight  chance  of 
clearance.  This  chance  hinged,  as  they  astutely  perceived,  on  political  support  and  the  food 
processing  component.  Their  surveys  also  revealed  that  despite  the  fact  that  they  had  been 
away  since  1977,  general  “unaided  brand  recall”  for  Coca-Cola  was  very  high.  (This  is  not 
very  surprising  as  Coca-Cola  is  arguably  the  best  known  brand  name  the  world  over).  Coke 
elected  to  out  of  the  reckoning  seriously.  It  however  kept  its  rival  on  its  toes  by  submitting 
minor  proposals  in  succession.  Coke  was  convinced  that  PepsiCo  in  having  committed 
themselves  to  stringent  food  processing  and  export  terms  had  bitten  off  more  than  they  could 
chew.  It  decided  to  do  all  it  could  to  bind  Pepsi  inextricably  to  the  food  processing 
components.  Coke  therefore  bided  its  time  playing  cat  and  mouse.  Finally  the  MNC  moved 
and  the  move  was  brilliant  in  its  simplicity. 

The  Indian  Government  had  set  up  various  Export  processing  Zones  (EPZ)  or 
free  Trade  Zones  (FTZ)  as  100%  export  oriented  units.  By  policy  these  zones  were  reserved 
for  high  priority  items  and  the  products  manufactured  here  were  not  to  be  sold  in  the 
domestic  Tariff  Area  (DTA).  Both  these  rules  had  however  seen  gradual  erosion.  The  EPZ 
now  also  just  two  inessential  items.  Also  on  a  case  basis,  25%  of  production  was  allowed 
domestic  sales  as  a  viability  factor. 

Coke  having  studies  the  scenario  submitted  a  proposal  to  set  up  a  manufacturing 
unit  at  the  Noida  EPZ.  The  proposal  also  asked  for  25%  domestic  sales  to  make  the  project 
viable.  The  government  having  set  a  precedent  with  inessential  commodities  could  not  extend 
this  argument  as  grounds  for  rejecting  the  proposal.  This  smooth  move  caught  PepsiCo 
flatfooted.  A  panic  stricken  Vangal  began  sending  frantic  telexes  to  all  his  contacts.  While  the 
Government  was  deliberating  this  fresh  development,  Vangal  got  busy.  Coke  too  had  up  its 
contacts  and  the  Commerce  Ministry  was  actually  pushing  the  proposal. 

The  Pepsi- Voltas  combine  were  by  now  monitoring  every  move  in  the  commerce 
and  Food  “Processing  Ministries.  Here  they  found  the  services  of  Lincoln  coeloh,  a  Voltas 
Liaison  man,  invaluable.  Coeloh  had  built  up  extensive  contacts  with  lover  bureaucrats  who 
kept  him  up  to  date  on  file  movements  and  even  memos  to  and  from  senior  bureaucrats. 
Coeloh  was  asked  to  move  to  Delhi.  Coeloh  refused  as  his  wife  was  professionally  based  in 
Bombay  and  a  move  was  not  possible.  When  pressure  began  to  mount  on  him  he  preferred  to 
resign.  At  this  however  Tobaccowala  climbed  down  and  suggested  a  compromise.  Coeloh 
would  spend  four  days  a  week  in  Delhi  until  this  crisis  was  over.  Though  the  air  commuting 
this  arrangement  resulted  in  cost  a  fortune,  Coeloh  information  was  deemed  well  worth  the 
expense.  Pepsi  even  managed  to  get  copies  of  the  coke  proposal.  Having  studied  it  Vangal 


32 


1 

despatched  it  to  Pepsi  USA  asking  them  to  submit  an  identical  proposal.  So  before  the 
Commerce  Ministry  had  decided  on  one  proposal,  it  had  two  on  its  hands.  Pepsi’s  petulant 

stand  being - if  Coke  was  cleared,  then  Pepsi  also  had  better  be!  Though  Vangal  had 

gauged  that  the  EPZ  schemes  stood  little  chance  of  clearance,  he  was  leaving  nothing  to 
chance.  He  immediately  got  in  touch  with  his  PMO  mole  and  communicated  Pepsi’s 
displeasure  at  the  Coke  proposal.  He  next  contacted  one  of  his  franchisees  who  was  highly 
influential  in  Punjab  and  a  personal  friend  of  Governor  Siddhartha  Shankar  Ray  (Punjab  was 
now  under  President’s  rule)  to  get  Ray  to  voice  a  protest.  Ray  was  a  known  votary  of  foreign 
capital.  In  1977  he  had  gone  on  record  vehemently  opposing  Coke’s  ouster.  Now  to  his 
embarrassment  he  was  being  asked  to  state  exactly  the  reverse.  He  was  however  prevailed 
upon  and  dashed  letters  off  both  to  the  PM  and  to  Commerce  Minister  Dinesh  Singh,  stating 
that  in  the  advent  of  Coke’s  entry  Punjab  would  suffer,  as  there  was  every  indication  that 
Pepsi  would  withdraw  from  its  earlier  proposal  and  would  also  prefer  the  simpler  EPZ  route. 
He  was  further  prevailed  upon  to  visit  Delhi  to  hold  direct  talks  with  Dinesh  Singh.  Jagdish 
Tytler  also  wrote  personal  letters  to  Dinesh  Singh  asking  for  the  rejection  of  the  proposal. 
This  sparked  off  an  inter- ministry  row.  Dinesh  Singh  felt  that  the  matter  was  no  concern  of 
tytler’ s.  he  argued  that  Coke’s  proposal  complied  with  all  the  necessary  rules  and  regulations 
and  its  rejection  would  send  wrong  signals  to  other  foreign  investors.  The  same  argument  that 
was  earlier  used  in  favour  of  Pepsi  was  now  being  7used  against  them.  Once  more  the 
decision  was  deferred  to  the  Cabinet. 

Vangal  by  now  was  desperate.  He  now  mobilised  another  of  his  high  profile 
franchisees  to  step  up  the  pressure.  With  this  things  finally  began  to  happen.  The  upshot  of 
the  move  being  a  note  from  the  PM  to  the  Commerce  Ministry  stating  briefly  that  the  Coca- 
Cola  proposal  was  not  to  be  cleared  if  it  in  any  way  jeopardised  Pepsi’s  original  proposal. 
The  Coke  proposal  was  duly  shelved  and  Pepsi  were  able  to  breathe  again. 

Coke,  however  had  attained  its  objective.  It  stood  to  win  both  ways.  If  the  Project 
had  been  cleared,  they  would  have  had  access  again  to  the  Indian  soft  drink  market.  Now  that 
it  had  been  rejected  they  had  played  up  Pepsi’s  commitments  to  Punjab  and  food  processing. 
They  had  also  shown  up  Pepsi’s  real  intention  in  entering  India.  If  as  Pepsi  had  stated  earlier, 
their  involvement  was  primarily  in  food  processing  with  soft  drink  being  only  a  “small  share” 
of  the  whole  package  deal,  they  need  not  have  raised  the  hue  and  cry  they  did  when  Coke 
asked  for  another  “small  share”.  They  seemed  to  have  forgotten  also  their  own  argument  that 
“there  was  room  for  all”  and  “more  competition  means  more  growth,  more  innovation,  better 
distribution  and  lower  prices”.  Such  are  the  two  faces  of  Pepsi,  but  this  was  just  the 
beginning.  The  worst  was  yet  to  com 
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CHAPTER  5 

SMOKE  SCREENS 


Having  managed  its  entry,  Pepsi  quickly  got  down  to  business.  True 

MNC  business.  Today  it  is  obvious  that  Pepsi  had  no  intention  of  keeping  its  side  of  the 
bargain.  Right  from  the  beginning  it  started  blustering  its  way  out  of  various  commitments. 

The  first  was  a  hike  in  costs.  The  Project  initially  had  worked  out  detailed  costs 
amounting  to  Rs  22  crores.  Subsequently  this  sky-rocked  to  Rs  75  crores.  This  was  a  ploy  in 
the  standard  MNC  tradition  to  repatriate  money.  The  furore  that  followed  saw  the 
Government  asking  Pepsi  for  an  explanation.  In  December  1989,  Pepsi  send  a  letter  to  the 
Food  Processing  Ministry  ‘explaining’  the  rise  in  costs.  A  substantial  part  of  the  hike  was  due 
apparently  to  the  cost  of  covering  infrastructural  facilities  and  utilities  which  were  not  taken 
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into  account  previously.  These  included  back  -up  generators,  refrigerators,  cold  storage 
machinery.  Pollutin/water  and  waste  treatment  plants,  etc.  It  is  hard  to  believe  that  these 
professed  international  experts  who  had  submitted  voluminous  feasibility  reports  had 
overlooked  the  most  basic  ‘utility’  items.  The  letter  instead  of  clarifying  the  earlier 
application  actually  contradicts  it.  For  example,  in  the  earlier  application,  water  treatment  and 
utilities  had  already  been  accounted  for.  Another  interesting  fact  that  the  letter  puts  down  is 
Rs  4  crores  as  Waste  Water  Treatment  for  the  Snack  Food  plant  and  an  additional  Rs  4.7 
crores  for  the  same  facility  for  the  soft  drink  plant.  But  both  the  plants  are  on  the  same  site 
and  have  common  utilities.  In  fact  the  project  appraisal  note  prepared  by  the  IFCI  (Industrial 
Finance  Corporation  of  India)  states  that  the  processed  foods  and  soft  drink  concentrate  units 
will  have  common  effluent  treatment!  A  second  reason  for  the  cost  hike  is  attributed  to  the 
increase  in  capacity.  This  is  manifestly  untrue  as  the  Government  has  not  allowed  any 
increase  in  capacity.  But  Pepsi  has  increased  its  costing  for  its  fruit  processing  plant  from  Rs 
6.9  crores  while  in  actuality  annual  capacity  has  plunged  from  12,000  tons  to  7062  tons. 


Pepsi’s  initial  costing  for  fruit  and  vegetable  processing  included  processing  of  pears,  apples, 
guavas,  mangoes  and  tomatoes  comprising  roughly  80,000  tons  of  fruit  from  Punjab  every 
year.  And  despite  the  fact  that  not  a  single  fruit  has  been  processed,  the  costs  towards  fruit 
processing  have  quadrupled.  The  snack  plant  has  also  seen  increase  from  Rs  8  crores.  A 
comparison  with  similar  Indian  plants  exposes  this  shaml.  Jagatjit  Industries  (makers  of  the 
Binnies  line)  set  up  plant  at  a  cost  of  only  Rs  5  crores.  And  the  Binies  plant  has  a  capacity  of 
550  Kg/hr  Pepsi’s  500  Kg.  It  is  obvious  that  the  machinery  imported  by  Pepsi  has  been  over¬ 
invoiced  by  around  two  to  three  times  (200-300%).  Pepsi’s  soft  drink  concentrate  plant  has 
seen  a  similar  hike  from  Rs.  5.25  crores  to  14.48  crores.  Similar  plants  to  set  up  by  Parle  and 
Pure  drinks  have  cost  under  one  crore.  Coca  cola  which  proposed  a  similar  plant  (but  with  a 
10%  higher  capacity  than  Pepsi’s)  for  its  EPZ  unit  project  a  cost  of  only  Rs  2.76  crores.  Pepsi 
initial  costing  of  Rs  5  crores  was  in  itself  high,  but  the  current  of  Rs  14.48  crores  is  to  say  the 
least,  absurd.  These  cost  hikes  follow  no  reasoning  or  logic.  Building  waste  water  treatment 
and  utilities  initially  totalled  only  Rs  4.15  crores.  Now  the  building  costs  alone  are  Rs  8 
crores  and  the  Waste  Water  Treatment  and  utilities  are  Rs  15  crores.  The  total  project  cost  in 
1986  was  Rs  22  crores.  Now  the  plant  and  machinery  costs  alone  are  Rs  24  crores.  And  of 
this  Rs  17.8  crores  is  imported  machinery  most  intriguing  is  the  staggering  Rs  10  crores 
billed  to  preoperative  and  preliminary  expenses.  An  expenditure  of  Rs  10  crores  on  pre¬ 
operative  expenses  alone  is  not  something  a  State  Corporation  like  PAIC  in  its  role  as  equity 
partner  can  afford.  And  the  argument  that  none  of  these  expenses  were  planned  for  is  hardly 
convincing.  And  here  a  clarification  from  the  company  as  to  when  these  pre-operative 
expenses  date  from,  is  essential.  Do  these  expenses  date  from  the  clearance  of  the  Project 
(when  actually  operative  costs  start  to  accrue)  or  do  they  go  back  to  1986  when  Ramesh 
Vangal  as  Pepsi’s  representative  based  himself  in  India.  Or  are  these  cost  incurred  by  Vangal 
between  1986  and  the  actual  clearance  in  1988?  If  so  a  high  level  inquiry  in  to  the 
involvement  of  a  Government  body  like  PAIC  in  this  deception  is  indicated. 
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The  costing  scenario  also  throws  up  a  lot  of  related  questions.  The  Financial 
Institutions  have  already  sanctioned  a  Rs  43  crore  loan  to  Pepsi  Foods.  Was  this  loan 
sanctioned  under  duress?  Because  in  normal  circumstances  with  such  clear  evidence  of 
artificial  cost  hikes  and  over  invoicing  a  lone  would  be  out  of  the  question.  Here  it  is 
rumoured  that  influence  exerted  by  Anil  Shastri  —  in  this  new  role  as  VP  Singh’s  successful 
candidate  from  Varanasi  —  swung  the  lone.  But  whether  Shastri  or  somebody  else,  the  fact 
remains  that  a  Rs  43  crore  lone  was  sanctioned  to  a  company  with  obvious  malafide  intent. 
This  calls  for  some  investigation.  The  sanctioning  of  this  lone  by  the  IFCI  was  based  on 
certain  sales  projections  made  by  Pepsi.  These  projections  have  proved  hollow  as  a  study  of 
Pepsi’s  first  year  sales  show.  Snack  food  sales  were  projected  at  Rs  13.29  crores.  Despite  an 
advertising  expenditure  of  almost  one  crore,  sales  just  touched  two  crores.  From  the  first  to 
the  second  year,  Pepsi’s  sales  projection  almost  doubles  from  13.29  to  25  crores.  If  the  first 
year  is  any  indicator  then  these  projections  are  nothing  but  pipe  dreams.  Even  the  first  years 
sales  are  deceptive.  As  mentioned  earlier  this  was  achieved  by  a  fantastic  advertising 
expenditure  of  one  crore.  With  this  and  their  sales  tie-ups  of  cycles  etc  as  gifts  it  is  doubtful  if 
Pepsi  will  be  able  to  recover  the  cost  of  its  packaging,  leave  alone  the  cost  of  the  contents, 
salaries  paid,  machinery  etc.  Another  interesting  sales  projection  in  their  bank  loan 
application  is  in  the  area  of  fruit  processing.  The  first  year  projection  here  is  Rs  8.76  crores 
which  leaps  to  14.5  crores  in  the  second  year.  As  fruit  and  vegetable  processing  was  basically 
for  exports,  Pepsi’s  is  shown  up  again.  In  the  financial  year  1990-91  it  has  failed  to  deliver  its 
first  export  order  and  has  not  earned  even  a  single  dollar  in  foreign  exchange  in  this  field. 

These  questions  about  the  project  cost  hike  were  raked  up  earlier  too.  Dipen 
Ghosh,  a  CPI  (M)  MP  asked  several  questions  in  parliament.  A  petition  jointly  signed  by  52 
MPs  was  sent  the  Government  demanding  an  inquiry  into  the  swindle.  Further  the  late  Sandar 
Darbara  Singh,  a  senior  congressman  and  former  Punjab  CM  personally  met  this  writer  and 
was  apprised  of  the  exact  situation.  All  this  was  before  the  lone  was  sanctioned.  Singh  had 
written  letter  to  both  the  Government  and  the  Financial  Institutions  listing  the  allegation  and 
demanding  the  stoppage  of  the  lone.  Neither  this  letter  nor  the  earlier  petition  were  given 
much  consideration.  Or  was  it  that  far  greater  pressure  prevailed?  For,  not  withstanding  these 
questions,  the  lone  was  sanctioned. 

Today  the  Project  is  a  Rs  75  crores  venture  with  the  same  equity  stakes  as  before 
—  PepsiCo  39%  Voltas  24%  and  Punjab  Agro  36%.  And  this  cost  hike  of  Rs  53  crores  when 
closely  examined  for  over  invoicing  and  other  unjustifiable  increases,  will  reveal  at  the  very 
least  unnecessary  costs  of  Rs  40  crores.  The  equity  requirement  by  the  three  partners  jointly 
would  have  been  Rs  25  crore  with  the  balance  being  loans  from  banks  and  financial 
Institutions.  That  being  so,  Pepsi’s  equity  of  39%  would  amount  to  about  Rs  10  crores.  But  as 
mentioned  earlier  the  amount  siphoned  off  would  be  at  least  Rs  40  crores.  This  would  mean  a 
neat  profit  of  Rs  30  crores  on  the  project  cost  hike  alone.  Here  question  again  surface  about 
the  Partners.  Are  Voltas  (who  would  have  to  fork  out  5-6  crores  commensurate  with  their 
24%  equity)  and  PAIC  (whose  share  could  be  about  8  crores  for  36%  equity)  party  to  this 
swindle?  Punjab  Agro  in  Particular  has  a  lot  to  answer  for,  as  their  equity  contributions  from 
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treasury  coffers.  Obviously  a  lot  of  support  and  pressures  was  exercised.  A  complete 
investigation  into  involvement  at  every  leave  is  called  for. 

The  second  phase  of  this  saga  of  deceit  surfaced  with  the  import  of  machinery. 
The  machinery  to  be  imported  was  specified  in  Pepsi’s  report  to  the  institutions  form  whom 
they  had  sought  credit.  Also  detailed  in  the  report  was  the  manufacturer  from  whom  they 
were  to  import  machinery.  Surprisingly  when  PepsiCo  decided  to  actually  import  the 
machinery  they  did  not  do  it  from  the  company  they  had  specified  in  their  proposal.  The 
equipment  was  procured  instead  from  a  firm  calling  itself  Crunch  Barrel  foods  Incorporated, 
for  which  the  CCIE  (chief  Controller  of  Imports  and  Exports)  granted  them  an  import  licence. 
Crunch  Barrel’s  price  was  much  higher  than  the  manufacturer’s  price.  Subsequent 
investigation  has  shown  that  Crunch  Barrel  was  just  another  front  repatriate  foreign  exchange 
from  India.  The  Crunch  &  Barrel  letters/invoices  show  a  number  of  irregularities.  No  definite 
address  was  listed.  Only  Crunch  Barrel,  Dallas.  The  Dallas  telephone  directory  did  not  list  it. 
Neither  lock  nor  stock  of  this  Barrel  Company  could  be  traced.  The  Dallas  Country  Clerk 
also  could  not  find  any  such  company  registered  and  issued  a  certificate  to  this  effect.  Instead 
of  an  address  the  invoices  gave  a  post  Box  number,  which  is  entirely  without  precedent.  No 
invoice  transacting  crores  worth  of  business  in  designated  with  just  a  post  Box  number.  This 
was  an  obvious  attempt  at  concealment.  The  fraud  was  uncovered  through  another  invoice 
which  had  a  telephone  number  listed.  This  telephone  number  (again,  as  a  rule  telephone 
numbers  do  not  feature  on  invoices)  was  traced  and  was  discovered  to  belong  to  Pepsi 
International.  Obviously  some  clerk  had  inadvertently  typed  it.  But  the  truth  was  out.  Crunch 
Barrel  stood  revealed  as  a  bogus  company  wholly  owned  by  PepsiCo  with  its  headquarters  in 
the  offices  of  Pepsi  International.  Also  the  company  had  not  transacted  any  business  for  two 
and  a  half  years.  A  pointer  to  the  fact  that  the  application  was  typed  in  India  is  the  prefixing 
of  M/s  to  Crunch  Barrel.  This  obvious  Indianism  is  definitely  suggestive  if  not  conclusive. 

The  fact  that  Crunch  Barrel  was  an  obvious  front  for  over-invoicing  was  revealed 
when  some  local  firms  requested  quotations  from  the  manufacturer  (who  was  supplying  to 
Crunch  Barrel)  for  identical  machinery.  The  manufacturers  unaware  of  the  controversy  in 
India,  sent  routine  quotations  and  pricing  as  they  had  no  doubt  sent  to  Crunch  Barrel.  The 
quotations  obtained  by  the  local  firms  was  found  to  be  less  by  lakhs  of  rupees  as  compared  to 
the  inflated  Pepsi  was  paying  Crunch  Barrel.  The  case  was  referred  to  the  Directorate  of 
Enforcement.  Pepsi  on  being  approached  were  forced  to  admit  that  Crunch  Barrel  was  in  fact 
their  own  company.  However  after  this  the  case  has  not  been  followed  up.  A  question  in 
Parliament  in  this  regard  furnished  the  answer  that  “the  Enforcement  Directorate  was  looking 
into  it”.  They  however  do  not  seem  to  be  looking  too  hard! 

The  next  manifestation  of  duplicity  is  Pepsi’s  hedging  on  the  jobs  promised. 
When  the  project  was  cleared,  it  may  be  recalled  that  Jagdish  Tytler  himself  announced  to  the 
nation  (on  national  TV)  that  50.000  jobs  would  be  provided  and  additional  25.000  jobs  would 
be  created  in  the  agricultural  sector.  Pepsi  finding  themselves  in  a  tight  comer  tried  to  bluster 
out  of  it  by  denying  the  fact  that  a  specific  number  had  been  committed.  Said  Asim  Ghosh, 
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Co-Managing  Director  of  Pepsi  Foods,  “I  don’t  see  from  where  the  Minister  has  got  has  got 
his  figures  of  50.000  jobs.  We  never  said  that  it  is  going  to  be  50.000.  We  did  say  jobs  will  be 
provided.  Obviously  when  any  factory  is  opened,  jobs  are  provided.  But  we  never  committed 
the  exact  number.  I  don’t  know  how  the  Minister  is  saying  50.000.  You  had  better  ask  the 
Minister,  not  me”.  PAIC  in  its  application  for  the  joint  venture  had  also  specifically  stated 
that  50.000  jobs  would  be  provided  if  the  project  were  cleared.  Pepsi  as  a  partner  in  the 
project  cannot  plead  ignorance.  Further,  there  exists  Vangal  handwritten  statement  which  is 
reproduced  in  the  Annexures.  Pepsi  in  a  status  report  claimed  to  have  generated  over  25.000 
jobs!  This  again  is  a  complete  hoax.  These  jobs  include  the  paanwalas  and  retailers  who 
dispense  soft  drinks  and  snacks.  They  already  had  their  outlets  and  Pepsi  products  are  mere 
additions  to  their  stocks.  Practically  no  fresh  employment  has  been  generated. 

Yet  another  method  Pepsi  has  used  to  hoodwink  the  Government  is  their  price 
mechanism  for  the  sale  of  their  concentrate  to  franchisees.  A  newspaper  which  contacted 
Neel  Chatterjee,  their  PRO,  was  brazenly  told  that  this  split  price  mechanism  was  adopted  to 
reduce  the  excise  burden  on  their  franchises.  This  price  mechanism  involved  splitting  the  cost 
of  the  concentrate  into  two  components:  basic  cost  and  royalty.  For  example,  if  Rs  8  were  the 
cost  of  concentrate  perorate,  Pepsi  would  project  concentrate  cost,  as  Rs  6  and  Rs  2  would  be 
royalty.  This  way  excise  need  only  be  paid  on  Rs  6  which  it  is  true  does  benefit  the 
franchisees.  But  the  balance  Rs  2  per  crate  is  pocketed  by  Pepsi. 

Though  by  no  means  excusable,  all  this  financial  jugglery  would  not  have 
mattered  quite  so  much  had  Pepsi  made  good  its  promises.  But  every  single  day  single  day 
since  the  clearance  has  increasingly  brought  home  the  fact  the  these  promises  were  nothing 
more  than  the  lure  to  clinch  the  deal. 

Pepsi  excuses  for  not  meeting  their  commitments  have  been  both  numerous  and 
feeble.  They  were  obligated  to  process  tonnes  of  pears,  mango,  tomato  pulp,  etc.  However 
they  have  reneged  on  this  citing  ridiculous  causes.  For  example,  Vangal  is  on  record  saying 
“we  cannot  export  fruits  because  the  freight  cost  between  Chandigarh  and  Bombay  is  more 
than  the  freight  cost  between  Bombay  and  New  York”.  It  is  surely  a  little  too  much  to  believe 
that  a  MNC  could  overlook  something  as  basic  as  freight  charges  prior  to  planning  a  business 
venture.  The  fact  that  such  an  excuse  could  actually  be  forward  is  typical  of  the  MNC’s 
contempt  for  the  third  world. 

This  defiance  has  manifested  itself  it  many  other  ways  as  well.  As  per  the  rules  of 
the  contract  Pepsi  was  to  be  granted  an  Industrial  licence  only  after  the  letter  of  intent 
conditions  were  fulfilled  the  letter  of  intent  was  not  converted  into  an  industrial  licence.  Pepsi 
however  was  not  perturbed.  Neel  Chatterjee  is  on  record  having  said  that  they  (Pepsi)  don’t 
know  how  the  Government  can  say  that  it  is  not  going  to  give  the  industrial  licence. 
According  to  him  Pepsi  doesn’t  need  one  and  would  go  to  court  if  the  government  to  create 
any  problems.  The  Chandra  Shekhar  Government  ordered  Pepsi  not  to  further  expand  its  soft 
drink  bottling  operations.  Here  Pepsi  took  advantage  of  a  loop-hole  in  the  rules.  No 
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restriction  can  be  applied  if  one  company  having  a  FPO(Food  Products  Order)  licence  to 
manufacture  Pepsi  drinks  asks  another  FPO  licence  holder  anywhere  in  the  country  to 
manufacture  Pepsi  drinks.  Pepsi  is  using  this  loophole  to  expand  as  much  as  it  wants  to.  This 
system  termed  ‘relabelling’  gives  Pepsi  legal  sanction  to  flout  Government  directives.  Why 
did  the  bureaucrats  concerned  not  foresee  and  plug  loophole?  Further  if  the  Government  asks 
Pepsi  to  explain  their  costing  of  concentrate  (see  earlier  split  Price  Mechanism)  Pepsi  retorts 
that  the  pricing  is  a  private  business  arrangement  between  Pepsi  and  its  franchisees,  and  is 
none  of  the  Government  business.  Pepsi  is  thus  defying  Government  scrutiny.  The  Chandra 
shekhar  Government  appointed  a  three  number  committee  to  probe  into  the  state  of  affairs 
vis-a-vis  Pepsi.  It  event  into  all  the  details  and  asked  Mianwal,  a  Vice  President  in  the 
company,  during  an  enquiry  session,  as  to  how  and  why  Pepsi  had  crossed  the  25% 
restriction  with  regard  to  soft  drinks?  On  what  basis  was  Pepsi  expanding  its  soft  drink 
operations  when  it  had  failed  on  every  count?  Mianwal’ s  reply  is  again  typical  of  Pepsi’s 
devil-may-care  attitude.  He  said  that  he  did  not  know  why  the  soft  drink  business  was  being 
connected  to  the  other  terms  and  conditions.  The  company  was  successful  in  the  soft  drinks 
market  and  would  gradually  attend  to  the  food  processing  export  and  agricultural 
commitments.  A  reply  of  this  kind  confirms  the  worst  fears  and  apprehensions  about  the 
project.  Dipen  Ghosh,  MP  has  been  doggedly  pursuing  the  Pepsi  issue.  To  his  question  in 
Parliament  as  to  whether  Pepsi  could  into  the  soft  drink  market  without  fulfilling  the  other 
conditions  on  the  other  conditions  on  the  letter  of  intent,  Jagdish  Tytler  answered  in  the 
simple  negative.  But  the  company  has  been  rapidly  increasing  its  involvement  in  soft  drinks, 
having  the  first  week  of  August  1991  launched  its  orange  drink  Mirinda.  Pepsi’s  Delhi 
franchisee  Shrikant  Ruparel  has  installed  a  second  line  of  production  for  increasing  his 
capacity.  Pepsi  has  been  steadily  streamrolling  all  official  enquiry.  The  latest  is  their 
questioning  the  authority  of  law  under  which  the  Food  Processing  Ministry  had  issued  it  a 
show  cause  notice  for  nonfulfillment  of  conditions. 

Such  has  been  Pepsi’s  audacity.  They  have  violated  every  single  condition  in 
their  contract.  Export  and  foreign  exchange  commitments  have  not  been  met.  Pepsi  has  also 
defied  the  condition  that  50%  of  their  produce  be  exported.  To  put  up  a  front  the  company  did 
involve  itself  in  some  exports.  But  not  the  fruit  or  vegetable  based  products  one  would 
expect.  No,  their  items  of  export  include  towels,  footballs,  champagne,  shoes  to  name  a  few. 
These  exports  already  existed.  It  is  only  the  nomenclature  of  the  exporter  that  has  change. 
How  then  can  Pepsi  claim  these  as  generating  fresh  foreign  exchange?  Was  this  MNC 
brought  into  the  country  that  it  could  export  towels?  As  for  the  items  they  were  supposed  to 
export  they  have  various  excuses  ranging  from  price  to  freight  to  quality.  Indian  kinnos  they 
have  suddenly  discovered  are  thin  and  sour  and  far  too  expensive  when  compared  to  Mexican 
and  Brazillian  varieties.  Similar  reason  have  been  provided  for  their  inability  to  export  or 
process  apples,  pears,  mangoes  and  guava.  With  the  threat  from  Coke’s  entry,  Pepsi  produced 
a  letter  of  Credit  from  their  parent  company  for  a  Rs  7  crores  order  for  Tomato  paste.  Here 
was  a  item  that  was  needed  in  Pepsi’s  food  outlet  chains  like  Pizza  Hut  &  Kentucky  fried 
chicken.  The  tomatoes  of  Punjab  could  well  have  been  used  for  sauce  or  paste  for  Pizzas.  But 
with  the  Coke  proposal  rejected  the  export  farce  was  dropped.  With  the  prices  of  tomatoes  in 
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India  the  way  they  are,  there  is  no  way  Pepsi  can  export  them  to  their  own  franchisees,  let 
alone  the  highly  competitive  European  market  it  had  promised  to  tap. 

Pepsi  had  claimed  Rs  9.62  crores  worth  of  exports  as  its  own  produce.  Times  TV 
who  were  planning  to  launch  a  video  news  magazine  had  decided  to  do  a  feature  on  Pepsi  in 
their  inaugural  issue.  On  the  matter  of  these  exports  their  interviewers  asked  Pepsi  to  name 
the  factories  where  these  goods  had  been  produced.  Pepsi  declined  to  oblige.  The  camera 
team  however  located  the  factories  on  their  own  and  filmed  them.  The  video  magazine 
project  was  subsequently  dropped  but  the  evidence  exists  on  film.  The  Ministries  concerned 
would  be  well  advised  to  procure  and  view  these  tapes. 

In  July  1991,  under  pressure  from  the  Government  and  the  media  for  their  neglect 
of  the  agro  and  food  processing  side  of  the  contract  Pepsi  conjured  up  a  Dr  Watson  who 
claimed  to  be  the  Vice  President  of  agricultural  Technology,  PepsiCo.  Dr  Watson’s  promises 
of  agriculture  inputs  did  not  impress  the  specially  invited  Press.  One  does  not  need  a  Sherlock 
Holmes  to  make  the  “elementary”  deduction  that  this  was  just  another  front.  Pepsi  does  not 
and  never  had  any  reputation  or  expertise  in  agricultural  or  expertise  in  agricultural  or 
horticultural  technology.  Manufacturing  and  marketing  chips  and  running  a  fast  food  chain 
does  not  qualify  one  in  agricultural  technology.  This  fact  again  reiterates  the  well-founded 
fear  that  Pepsi  is  in  India  primarily  to  peddle  their  soft  drinks.  Neither  the  agricultural 
research  nor  the  specified  exports  committed  have  taken  place.  In  the  Rs9.62  crores  that 
Vangal  claimed  as  exports  were  included  as  mentioned  earlier  towels,  rise  tea  shrimps,  etc. 
the  letter  of  intent  clearly  specifies  that  50%  of  total  production  is  to  be  exported  and  of  this 
40%  had  to  be  Pepsi  own  produce.  Vangal  began  to  claim  these  exports  as  self-produced. 
Rich  and  tea  bought  from  the  open  market  and  repackaged  are  what  Pepsi  calls  ‘self- 
produced’.  Intriguingly  the  Government  did  not  take  Pepsi  to  task  then.  Pepsi  immediately 
began  to  claim  that  it  had  met  its  export  commitment  and  with  9.62  crores  as  its  computing 
figure  claimed  that  soft  drinks  were  indeed  only  25%  of  the  total  turnover.  In  fact  they  had 
exported  62%  instead  of  the  required  50% !  The  Food  Processing  Ministry  was  however  not 
amused.  Its  secretary  RK  Rath  sent  a  letter  to  the  Commerce  Ministry:  “It  has  been  brought  to 
our  notice  that  Pepsi  has  been  making  all  kinds  of  claims”.  Calling  these  lies,  Rath  lashed  out 
at  Pepsi  saying  that  they  had  not  exported  a  naya  paisa’s  worth  under  their  contractual 
obligation.  He  further  charged  them  with  having  crossed  the  stipulated  25%  mark  for  soft 
drinks.  According  to  him  every  export  of  Pepsi’s  could  at  best  qualify  under  the  10%  trading 
leeway  they  were  allowed.  The  40%  specified  production’  had  not  been  met.  He  was  very 
categorical  in  his  definition  of  specified  production.  Leasing  a  few  factories  (as  Pepsi  had 
claimed  to  have  done),  buying  products  off  the  market  to  repackage  and  export  them  or 
rechanellising  already  existing  exports  were  not  what  Pepsi’s  export  and  foreign  exchange 
commitments  were  all  about.  A  week  after  this  Rath  wrote  another  letter  to  the  Commerce 
Ministry  recommending  panal  action  against  Pepsi. 

If  Coke  was  denied  a  right  to  operate  in  India  for  soft  drinks  only,  then  why 
should  Pepsi  be  allowed  to  do  so?  For  effect  that  is  what  Pepsi  operations  in  the  country 
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amount  to.  These  then,  are  very  broadly  Pepsi  flagrant  violations  of  their  contractual 
obligations.  Much  of  this  has  been  in  the  public  eye  through  the  Press  and  Parliament  (see 
annexure:  The  National  Debate)  and  most  of  it  is  “being  looking  into”. 


There  were  however  more  convert  transactions  that  Vangal  and  his  franchisee 
Adaikalaraj,  MP  were  involved  in  that  have  not  been  made  public  until  now. 

Following  the  barter  of  letters  on  August  15,  1986,  Vangal  found  in  Adaikalaraj 
the  ‘fixer’  he  wanted.  Adaikalaraj  activities  were  not  confined  to  just  mobilising  support  for 
Pepsi.  Nor  were  his  talents  limited  to  autograph  hunting.  Being  arrack  baron  is  no  easy  task 
and  Adaikalaraj  was  well  versed  in  the  art  of  wheeling-dealing.  He  had  at  one  time  contrived 
to  obtain  five  industrial  licences  in  the  names  of  his  sons  and  sons-in-law  for  various.  He  had 
even  printed  letterheads  for  the  bogus  firms  that  were  to  be  granted  these  licences.  The  files 
which  had  been  processed  were  unfortunately  lying  in  the  office  of  Arunachalam,  then 
Minister  of  State  for  Industry  when  a  reporter  Vivek  Saxena  from  Jansatta  walked  in.  The 
next  day’s  front  page  story  in  the  Jansatta  dissuaded  Arunachalam  from  granting  Adaikalaraj 
“favours’.  Yet  another  instance  of  his  being  party  to  fraud  exists  in  CBI  files  where  one  MC 
Jacob  of  alwaye,  Kerala  is  under  investigation  for  having  fraudulently  obtained  a  lone  of  over 
a  crore  of  rupees  from  a  bank  in  the  name  of  a  co-operative  society  of  weavers.  Adaikalaraj 
was  the  director  of  this  society  and  had  co-signed  the  bank  documents  with  Jacob.  When  the 
CBI  investigations  began  he  convinced  Jacob  to  keep  him  out  of  the  imbroglio  as  he  could 
then  use  his  clout  as  MP  to  kill  the  case.  These  go  to  show  Adaikalaraj  experience  in 
underhand  dealing.  These  however  were  nothing  compared  to  the  heights  (or  depths)  he 
would  reach,  once  in  cahoots  with  Vangal. 

Vangal  approached  Adaikalaraj  and  asked  him  to  raise  some  money.  This  money 
was  obviously  to  grease  the  various  cogs  in  the  government  machinery.  Adaikalaraj  agreed  to 
raise  some  money  by  selling  Pepsi  distributorship  and  dealerships,  but  wanted  a  letter  of 
authority  on  a  Pepsi  letterhead.  Vangal  obliged  addressing  the  letter  to  Adaikalaraj  son 
Vincent  Joseph  who  had  cut  short  his  MBA  studies  in  America  to  return  to  India  when  his 
father  landed  the  Pepsi  franchise.  Vangal  issuing  of  the  letter  was  in  itself  highly  irregular.  At 
the  time  PepsiCo  had  not  been  formally  incorporated  in  India  and  Vangal  therefore  did  not 
hold  any  office  in  India.  Subsequent  development  with  another  letters  indicate  the  probability 
that  Vangal  did  not  even  get  clearance  from  America.  A  formal  letter  from  Voltas  was 
already  with  Adaikalaraj.  Why  then  did  Vangal  consent  to  give  another  letter?  It  is  obvious 
that  both  were  cashing  in  on  the  PepsiCo  name.  With  the  letter  in  hand  Adaikalaraj  began  to 
collect  money.  He  managed  to  net  Rs.  2.5  crores  in  all  from  various  people.  A  list  of  these 
future  dealers  in  itself  is  revealing  as  to  the  kind  of  people  Adaikalaraj  was  used  to  dealing 
with.  But  Adaikalaraj  attempts  at  ‘resource-generation’  were  not  confined  to  India  alone.  He 
figured  he  could  collect  higher  sums  from  NRI  investors.  For  this  he  contacted  his  US  based 
brother-in-law  Richard  Arokiaraj.  Arokiaraj  was  promised  the  Managing  Directorship  of  the 
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firm  Jennyz  Pvt  Ltd.  The  firm,  named  after  his  granddaughter  jenny  was  to  have  his  son 
Vincent  Joseph  as  Chairman.  Arokiaraj  agreed  and  advertised  in  some  newspapers  asking 
interested  parties  to  contact  the  provided  Post  Box  number.  The  name  of  the  firm  was  not 
advertised.  Among  the  respondents  were  two  doctors  with  extremely  lucrative  practices. 
They  were  Dr  Ravi  P  Makan  (1120,  W  Lapalma  Apartments  14,  Anaheim  CA  9280/ph: 
71477497447)  and  Dr  Raghuvendra  Prasad  (16641,  Bolera  /lane,  Huntington  Beach,  CA 
92649/ph:  2134321111).  These  two  met  Arokiaraj  for  further  negotiations.  Arokiaraj 
displayed  two  letter —  Vangal  letters  of  authority  and  Adaikalaraj  54  MP  letter.  The  letter 
was  to  emphasize  the  importance  of  Adaikalaraj  political  support  to  Pepsi.  He  also  mentioned 
the  fact  that  he  was  to  be  MD  of  the  firm  owned  by  his  future  son-in-law  (an  alliance  was 
being  considered  at  the  time  between  his  daughter  Pearline  and  Vincent  Joseph).  Although 
the  doctors  were  convinced  that  the  venture  merited  investment  they  were  cautious.  The 
doctors  were  to  jointly  raise  Rs  1.5  crores  for  wholesale  dealerships  for  their  home  states  of 
Andhra  Pradesh  and  Karnataka.  The  doctors  agreed  to  pay  half  the  money  through  crossed 
cheques  in  favour  of  Arokiaraj  as  return  for  a  money  back  guarantee  in  the  event  of  the 
vebture  not  taking  off.  True  to  customary  US  business  practice  the  doctors  also  consulted  a 
law  firm.  The  law  firm  was  of  the  opining  that  since  a  senior  executive  of  PepsiCo  had  issued 
the  letter,  there  was  no  ground  for  any  concern.  However  purely  as  a  matter  of  routine  they 
despatched  a  letter  to  Pepsi  USA  appraising  them  of  the  situation  and  seeking  a  formal 
authentication.  They  also  detailed  the  facts  regarding  the  letter  of  authority  and  the  franchise. 
This  was  news  to  PepsiCo.  They  were  obviously  unaware  of  this  new  development,  and  were 
in  a  fix  as  they  knew  that  they  had  neither  the  moral  nor  the  commercial  right  to  issue  a  letter 
as  the  company  had  not  yet  been  incorporated  in  India.  However  if  they  disowned  the  letter, 
Vangal  would  end  up  in  an  embarrassing  position.  They  however  disapproved  of  the  way  in 
which  Adaikalaraj  was  using  their  name  to  drum  up  investments.  However,  after  some 
deliberation  they  decided  in  Vangal  favour.  They  despatched  a  highly  ambiguous  reply  to  the 
law  firm  which  said  that  through  they  did  not  deny  the  letter  of  authority  the  matter  had  not 
been  firmed  up  yet.  But  Vincent  Joseph  was  a  strong  contender  for  the  franchise.  This 
satisfied  the  doctors  who  provided  Arokiaraj  with  more  money.  The  rest  they  said  would  be 
paid  up  when  they  saw  a  letterhead  designating  Arokiaraj  passed  this  condition  on  to 
Adaikalaraj  who  was  not  too  pleased  about  this  development.  He  had  no  intention  of  making 
his  brother-in-law  MD.  Vincent  Joseph  duly  sent  off  the  following  letter,  “to  whosoever  it 
may  concern.  This  is  to  certify  that  Mr  Richard  Arokiaraj  is  authorised  to  negotiate  on  behalf 
of  myself,  the  sale  or  the  agreement  to  sell  the  distribution  rights  in  the  States  of  Andhra 
Pradesh  and  Karnataka”.  Arokiaraj  was  not  too  happy  with  this  missive  but  had  n  option  but 
to  accept  it.  He  showed  this  letter  to  the  doctors  who  reacted  very  strongly.  They  had  paid  out 
money  based  on  the  assurance  that  Arokiaraj  would  be  MD,  which  in  turn  was  backed  his 
credibility  as  a  US  businessman.  This  letter  hoOwever  proved  him  to  be  nothing  more  than  a 
middleman.  They  refused  to  put  in  any  more  money  unless  the  principals  themselves  came  to 
the  US.  Adaikalaraj  on  being  informed  was  worried.  He  then  applied  for  a  study  tour  which 
he  was  eligible  for  as  an  MP.  He  flew  to  American  in  May  1989  having  drawn  foreign 
exchange  from  the  Reserve  Bank  of  India.  On  arrival  he  immediately  met  the  doctors  and 
reassured  them  that  there  was  no  ground  for  worry.  He  was  to  be  Chairman  and  his  son  MD 
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and  with  his  position  in  Parliament  everything  was  doubly  safe.  The  doctors  were  convinced 
enough  to  issue  another  cheque  to  Arokiaraj. 

Soon  Vangal  was  in  need  of  more  money  and  turned  to  Adaikalaraj.  Adaikalaraj 
instructed  Arokiaraj  to  transfer  the  money  to  a  certain  Kapadia  in  London.  Accordingly  about 
Rs  30  lakhs  was  transacted  through  a  bank  transfer.  But  demands  from  Vangal  not  stop  here. 
He  wanted  more  money  paid  in  India.  Adaikalaraj  decided  to  turn  on  the  screws  on  the 
hapless  doctors.  The  doctors  when  threatened  with  the  loss  of  their  dealerships  agreed  to  pay 
up  provided  they  were  supplied  receipts  signed  by  Adaikalaraj  as  Chairman  of  the  company. 
Adaikalaraj  saw  that  a  second  trip  to  the  US  was  called  for  and  he  decided  to  tie  this  up  with 
the  purchase  of  machinery  in  Brazil.  Adaikalaraj  duly  had  meetings  with  Doctors  Prasad  and 
Makan.  He  now  wanted  them  to  pay  $1,50,000  which  was  to  paid  as  the  signing  amount  to 
Holstein  &  Kappert  Ltd,  (H&K),  the  Brazilian  firm  which  was  to  supply  him  with  machinery 
for  his  franchise.  A  cheque  was  made  out  to  the  firm  by  the  doctors.  However  as  they  were 
not  party  to  the  placing  of  the  order  and  not  connected  to  Pepsi  India  they  appended  a  letter  to 
H&K,  Brazil  stating  that  the  Banker’s  cheque  issued  was  on  behalf  of  L  Adaikalaraj, 
Chairman  of  Jennyz  Bottlers  (p)  Ltd.  They  clarified  that  this  be  taken  as  advance  money  in 
consideration  of  the  agreement  which  Adaikalaraj  would  be  signing  with  the  firm. 

Most  of  Adaikalaraj  ’  s  dealings  outside  India  were  gross  FERA  violations.  He  was 
collecting  money  in  foreign  exchange  for  a  consideration  for  a  business  deal  in  India  that  was 
to  result  in  payment  to  a  Brazilian  firm.  This  was  a  complete  hawala  transaction.  The  total 
amount  that  the  doctors  had  to  pay  was  1.5  crores.  From  this  1,50,000  were  being  paid  to 
H&K.  Adaikalaraj  was  also  deducting  all  the  costs  of  his  travel  and  stay  to,  from  and  in  the 
USA  and  Brazil.  It  is  noteworthy  that  the  Directorate  of  Enforcement  has  not  sought  to  probe 
into  these  transactions  when  they  are  sharp  enough  to  jail  Nusli  Wadia  for  the  smallest  of 
violations.  Ramesh  Vangal  too  benefited  from  these  dealings.  He  has  acquired  a  huge  farm  in 
Hosur,  a  district  bordering  Bangalore.  Vangal  claims  this  purchase  was  from  his  earnings  in 
foreign  exchange.  A  comparative  evaluation  of  neighbouring  farmhouses  would  prove 
interesting.  Vangal  has  been  paying  Vincent  Joseph  in  America  as  in  indirect  payment  to 
Adaikalaraj  who  helped  him  purchase  the  farm  house. 

Adaikalaraj  also  conned  USA  into  believing  he  was  a  business  magnate.  The 
normal  procedure  for  the  allotment  of  a  franchise  involves  a  verbal  and  documental 
presentation  of  the  contender  background  and  ability  backed  by  duly  attested  financial 
statements.  Since  the  franchise  was  already  committed  to  Adaikalaraj  he  did  not  have  to  go 
through  intensive  scrutiny.  Nevertheless  he  had  to  prove  his  financial  credibility  which, 
typically,  he  did  with  a  bogus  bank  certificate  procured  through  his  clout.  He  projected  his 
turnover  from  his  various  businesses  like  the  earlier  mentioned  wood  seasoning  plant, 
theatres,  ITC  &  Voltas  distributorships,  hotel,  etc.  as  Rs  120  crores.  This  seemed  to  satisfy 
the  Pepsi  team  (headed  by  Roger  Enrico  himself)  who  had  come  to  India  to  allot  the 
franchises,  and  Adaikalaraj  was  formally  allotted  his  franchise.  From  this  stemmed  his 
various  scams.  Adaikalaraj  however  was  not  the  only  franchisee  to  import  machinery.  Both 
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Voltas  and  Shrikant  Ruparel’s  Unikool  Bottlers  (p)  Ltd  who  were  franchisees  for  Bombay 
and  Delhi  territories  respectively  imported  their  machinery  at  the  cost  of  foreign  exchange. 
Could  this  outflow  of  foreign  exchange  have  been  avoided?  During  the  preclearance  days 
Pepsi  asked  its  machinery  expert  Bill  Emden,  Director  of  Engineering  at  PepsiCo  (currently 
in  charge  of  Singapore  and  Hong  Kong)  to  study  and  report  on  local  machinery.  Emden 
deputed  W  Wood,  another  engineer  who  certified  that  the  machinery  he  inspected  in  India 
was  even  better  than  its  foreign  counteroarts  and  were  easily  up  to  the  standards  stipulated  by 
Pepsi.  (See  Annexure).  Despite  this  Vangal  was  coaxing  his  franchisees  into  purchasing 
foreign  machinery.  This  he  did  first  by  directly  incorporating  a  clause  in  his  letter  to  his 
franchisees  stipulating  import  of  machinery  from  H&K.  then  he  thought  the  better  of  such  a 
blatant  more  and  changed  the  clause  around  to  the  franchisees  requiring  Pepsi’s  official 
approval  for  the  import  of  machinery.  By  this  he  was  able  to  ‘convince’  his  bottlers  to 
purchase  machinery  from  sourses  he  indicated.  The  import  of  machinery  shows  Pepsi 
franchisees  flouting  rules  with  impunity.  In  October  1989  Voltas  and  one  year  later  Ruparel’s 
Unikool  Bottlers  Ltd  were  granted  import  licenses  under  Para  179(1)  of  the  Import  Export 
Rule,  on  totally  false  grounds.  They  had  also  been  granted  concessional  duty  against  project 
imports,  whereas  the  machinery  imported  do  no  constitute  an  integrated  plant  and  much  less  a 
project.  These  illegal  imports  have  cost  the  country  about  Rs  2.5  crores  in  foreign  exchange. 
This  imported  machinery  should  be  seized,  as  they  have  been  imported  on  false 
representation,  over  and  above  which  they  have  been  granted  concessional  rate  of  duty  for 
these  imports. 

The  machinery  were  imported  as  fruit  machinery  and  got  import  duty  concession, 
when  in  fact  they  are  being  used  for  making  only  Pepsi  and  Seven  Up  (aerated  waters)  which 
are  not  eligible  for  concessional  duty.  Voltas  Ltd  at  Raigarh,  Maharashtra  have  imported 
Bottle  Washer,  Carbonator,  Premix  and  Filler/Crowner.  This  is  not  an  integrated 
plant/machinery  as  specified  in  the  imported  Policy.  This  machinery,  can  not  manufacture 
anything  and  will  need  other  machinery  like  Mixing  Tanks,  Pasteurizer,  Homogenier 
Refrigeration  System,  Boiler,  water  Treatment  System  etc.  The  imported  machinery  is  far 
from  an  integrated  plant  and  is  not  a  complete.  Ruparel’s  plant  at  Sahibabad  has  imported 
(from  Mayer  Majorini  of  London)  under  179(1)  only  one  machine  (a  filler/crowner)  also 
claiming  that  it  is  an  integrated  plant  to  manufacture  soft  drinks  and  fruit  juice  beverages.  A 
filler/  crowner  by  itself  also  can  not  manufacture  anything,  and  is  not  an  integrated 
plant/machinery  as  per  the  import  policy  and  is  not  a  complete  project.  Import  Export 
procedure  179(1)  specifies  that  one  integrated  plant  and  machinery  up  to  the  value  of  Rs  1 
crore  can  be  imported  by  surrendering  cost  more  than  Rs.  1  crore,  Voltas  has  broken  up  on 
paper  these  machineries  into  two,  and  imported  them  under  two  licenses  claiming  each  as  an 
integrated  plant  and  machinery. 

These  are  again  FERA  violations  as  FERA  state  clearly  that  one  may  not  use 
foreign  exchange  for  any  purpose  other  than  that  it  was  originally  obtained  for.  The  foreign 
exchange  obtained  by  Voltas  and  Ruparel  were  for  the  specified  integrated  plant  which  was 
not  completely  the  case.  The  FERA  directorate  have  yet  to  act  on  this.  Also  Voltas  has 
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purchased  machinery  from  H&K  by  entering  into  an  MOU  (Memorandum  of  Understanding) 
with  them  to  manufacture  the  same  plant  in  India.  Simco,  a  Voltas  subsidiary,  has  been 
granted  permission  from  the  Government  to  manufacture  similar  bottling  plants  under  the 
understanding  that  they  have  the  necessary  equipment,  tools  and  technology  for  manufacture, 
and  nothing  will  be  imported.  This  however  is  disproved  by  the  MOU  which  clearly  indicates 
that  technology  will  be  imported  and  paid  for  in  foreign  exchange. 

This  brazen  style  of  functioning  characterises  Pepsi  and  its  franchisees  approach 
to  Indian  Government  supervision.  You  make  the  laws,  we’ll  bend  them  or  failing  that  we’ll 
break  them  seems  to  be  the  general  attitude  and  modus  operandi. 


CHAPTER  6 
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THE  DEBACLE:  LEGEND  TURNS 

MYTH 


In  America,  Pepsi’s  key  to  success  lay  in  its  striking  innovative  advertising.  The 

advertisement  were  catchy,  imagery  oriented  and  hard  hitting.  As  mentioned  earlier  Pepsi 
really  look  off  only  after  the  ‘Great  Challenge’  campaign  was  introduced  by  Kendall.  Prior  to 
the  Challenge  Pepsi  had  other  successful  advertising  campaigns  such  as  the  Pepsi-Cola  Cops. 
But  this  was  followed  by  a  disastrous  campaign  centred  around  ‘The  Sociables’  which  had  an 
elitist  high  society  approach  thereby  alienating  the  common  consumer.  Under  Kendall,  Alan 
Pottasch  Pepsi’s  advertising  Director  and  BBDO  their  agency  really  got  to  work.  The  new 
idea  was  tap  the  younger  generation.  The  result  was  ‘Pepsi  Generation’  campaign.  The 
commercials  filmed  were  vibrant  and  exciting.  The  campaign  was  a  runaway  success  with  its 
imagery  and  music  and  Pepsi  and  became  synonymous  with  the  ‘new  generation’.  This 
campaign  was  followed  by  the  ‘Great  Challenge’  which  showed  live  taste  tests  against  Coke 
with  Pepsi  coming  out  the  winner.  It  was  this  campaign  that  really  shook  Coke.  This  with 
some  other  factors  prompted  the  launch  of  New  Coke  which  pushed  Pepsi,  albeit  temporarily, 
to  the  no.  1  spot  in  the  US.  There  were  other  commercials  too  which  took  some  tongue-in 
cheek  swipes  at  Coke.  Most  noteworthy  among  them  are  ‘Aliens’  and  ‘Archaeology’.  The 
former  has  a  space  ship  hovering  over  two  dispensing  machines —  one  Coke  and  the  other 
Pepsi.  After  some  deliberation  the  Pepsi  machine  is  beamed  up.  ‘Archaeology’  is  set  in  the 
future  with  a  professor  taking  his  students  around  a  20  th  century  archaeological  dig.  The 
professor  sipping  from  a  can  of  Pepsi  is  answering  questions  from  his  fascinated  students. 
One  of  them  unearths  a  green  Coke  bottle  and  asks  his  professor  to  identify  it.  The  professor 
takes  another  sip  and  shrugs  his  ignorance.  Campaigns  like  these  which  had  Coke  sputtering 
helplessly  took  Pepsi  higher.  The  supreme  moments  were  however  reached  under  Roger 
Enrico  who  signed  on  Michael  Jackson,  Lionel  Richie,  Tina  Turner  Madonna  and  a  host  of 
other  American  superstars  in  a  campaign  that  combined  the  two  earlier  campaigns  —  ‘the 
Choice  of  the  New  Generation’ .  The  word  choice  reminded  people  of  the  challenge  and  their 
deliberation  over  a  good  buy  while  ‘new  generation’  had  all  the  attributes  and  more  of  the 
‘Pepsi  Generation’  ads. 

Vangal  too  sought  to  recreate  this  experience  in  India.  After  a  series  of  ‘Pitches’ 
HTA  and  Rediffusion  were  picked  to  handle  the  soft  drink  and  snack  food  campaigns, 
respectively.  With  the  soft  drinks  Pepsi  was  having  a  lot  of  trouble  with  the  brand  name  to  be 
used.  The  letter  of  intent  expressly  forbade  them  to  use  Pepsi-cola.  So  it  was  decided  to  settle 
for  a  hybrid  brand  name,  the  most  expedient  solution  the  Government  and  MNCs  have  found. 
Pepsi  and  HTA  after  going  through  over  800  possibilities  (which  included  some  gems  like 
Pepsi-piyo).  This  how  ever  ran  into  some  trouble,  as  it  was  perceived  as  not  Indian  enough. 
Finally,  with  some  copywriting  help  from  the  Government  itself  Pepsi  decided  on  Lehar 
Pepsi. 


Pepsi  announced  its  arrival  with  a  blitzkrieg  of  hoardings  which  patronizingly 
screamed,  “the  legend  is  here”.  The  legend  being  Hostess  and  Cheetos  —  potato  wafers  and 
cheese-corn  based  snacks  respectively.  The  soft  drinks  —  their  raison  d’etre  —  were  yet  to 
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come.  The  legend  began  to  falter  right  at  the  start.  At  this  time  the  Indian  market  was  flooded 
with  a  host  of  brands  led  by  Jagatjit  Industries  Binniesand  its  rival  Uncle  Chipps.  Hostess 
paled  in  comparison  on  every  count.  The  packaging  was  positively  shoddy.  The  Pepsi 
packaging  was  actually  designed  to  be  air  proof  but  this  only  succeeded  in  giving  the  packet  a 
crumpled  look.  The  design  too  was  unattractive  and  they  yellow  and  blue  colouring  gave  the 
packet  a  cheap  look.  In  contrast  were  Binnie’s  appealing  white  &colour  combinations  with  an 
ethnic  motif.  (Incidentally  Pepsi  tried  to  put  a  spoke  in  Binnie’s  packaging  by  claiming  that 
the  ethnic  motif  was  lifted  from  an  Aztec  or  Inca  motif  Pepsi  used  on  some  of  its  products. 
The  MRTP  quickly  squashed  that  one,  when  Binnies  produced  the  motif  as  it  appeared  in 
Gujarati  and  Rajasthani  traditional  handicraft  art).  Hostess  Chips  were  found  broken  and  the 
heavy  cheese  flavouring  of  Cheetos  did  not  suit  the  Indian  flavours  like  Pudina  Punch, 
Masala  etc.  also  Hostess  and  Cheetos  were  unknown  name  and  therefore  were  just  two  more 
new  products  in  the  market.  The  excitement  generated  by  the  Pepsi  name  in  the  more  western 
influenced  soon  turned  to  bitter  disappointment. 

Next  Vangal  tried  heavy  promotional  scheme  titled  ‘Hungama’  which  had  gifts 
like  cycles  for  lucky  Hostess  consumer.  This  was  a  desperater  move  and  was  again 
questioned  by  the  MRTP.  By  this  time  the  soft  drink  line  had  been  launched  and  Pepsi  was 
considering  a  linked  offer  it  had  tried  successfully  in  overseas  markets  —  a  soft  drink  free 
with  every  two  or  three  packets  bought.  Here  too  they  were  beaten  to  the  draw  by  the  Binnies 
who  teamed  up  with  Pepsi’s  other  archrival  Parle  to  introduce  the  scheme  —  a  Thums  Up 
free  with  two  packets  of  Binnies.  Pepsi  next  planned  a  large  economy  pack  but  again  found 
themselves  foiled,  this  time  by  Uncle  Chipps  who  hit  the  market  with  their  1  kg  pack.  The 
advertising  front  also  they  found  themselves  worsted  with  their  commercials  having  a 
negligible  impact  in  comparison  with  their  rivals  catchy  “Humko  Binnies’ s  Mangata” 
campaign  which  was  a  runaway  success.  On  the  trade  front  too  they  had  set-backs.  To 
compensate  for  the  high  expenditure  in  advertising,  Pepsi  and  Voltas  as  their  distributors 
were  forced  to  take  securities  from  stockists.  These  stockists  having  paid  out  cash  as  security 
were  loth  to  give  their  retailers  much  credit.  They  would  give  one  invoice  as  credit  and 
collect  the  cash  when  they  went  around  to  deliver  the  next  batch.  This  gave  the  retailers  just 
around  two  weeks  to  sell  stocks.  With  the  products  having  failed,  the  retailers  saw  no  reason 
to  transact  business  this  way  especially  as  Binnies  and  Uncle  Chipps  were  offering  excellent 
credit  options. 

The  products  were  failing  on  every  front.  Vangal  first  sought  to  check  this  by 
takik8ing  away  the  distribution  from  Voltas  (who  incidentally  had  also  lost  Amul  and  Rasna) 
as  they  were  unable  to  deliver.  Voltas  in  fact  had  done  well  out  of  the  deal  with  their 
collection  of  securities.  A  change  in  distribution  still  did  not  help  the  below  average  Ruffles, 
the  ailing  Cheetos  and  the  dying  Hostess.  A  thoroughly  frustrated  Vangal  now  turned  his  ire 
on  Asim  Ghosh,  Co-Managing  Director  of  snack  food.  Ghosh  was  packed  back  to  US  HQ. 
Today  a  new  thrust  has  been  made  with  the  introduction  of  four  new  flavours  in  the  Ruffles 
line  (Hostess  and  Cheetos  have  been  buried)  but  the  legend  continues  to  falter.  Vangal,  on 
being  asked  to  furnish  an  explanation  as  to  why  actual  sales  fell  so  much  below  their 
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projections,  came  up  with  the  reply  that  the  Indian  potato  chip  market  was  a  “dwarf  market”. 
It  is  amazing  that  a  multinational  like  PepsiCo  was  incapable  of  judging  the  true  potential  of  a 
market  they  had  studied  in  depth.  It  is  crucial  to  Pepsi  that  the  snack  foods  do  well  as  soft 
drink  production  can  only  increase  in  fixed  direct  proportion  to  the  snack  foods.  If  the  snack 
foods  don’t  sell  their  production  can’t  be  stepped  up  and  if  their  production  can’t  be  stepped 
up  neither  can  the  soft  drinks  due  to  the  25%  restriction.  But  as  mentioned  in  the  earlier 
chapter  Pepsi  has  been  flouting  this  rule  with  impunity. 

But  what  of  the  soft  drinks?  Despite  a  market  presence  their  performance  in  real 
terms  has  been  a  real  debacle  because  this  is  Pepsi  primary  interest  and  their  real  motivation 
in  entering  India. 

Lehar-Pepsi  made  its  debut  with  an  even  more  sensational  build  up.  Pepsi  ran  a 
series  of  teasers  on  national  network  prime  time  heralding  the  90  second  commercial  that  was 
to  have  its  first  run  on  Independence  day  shortly  before  the  country’s  most  widely  watched 
TV  programme  chitrahaar.  The  teaser  asked  the  nation  if  they  were  ready  for  the  magic? 
Press  releases  were  issued  about  the  commercial  — how  Pepsi  had  got  Vinod  Pande  of 
blockbuster  Parinda  fame  to  make  it  and  the  whopping  Rs  60  lakhs  that  had  been  spent  on 
this  single  film.  Finally  D-day  dawned  —  the  nation  was  ready  for  the  magic.  As  the  whole 
nation  watched,  an  Indian  adaptation  of  the  Mickael  Jackson  commercial  unfolded.  Pop 
singer  Remo  Fernandes  and  actress  Juhi  Chawala  charged  on  stage  singing  “are  you  ready  for 
the  magic”.  Some  uninspiring  Kathak  steps  by  Juhi  and  some  frantic  and  unmusical  guitar- 
work  by  Remo  preceded  the  latter  screaming  at  a  Lehar  bottle  to  open  up.  This  was  meant  to 
be  reminiscent  of  his  frenzied  singing  in  the  monie  Jalwa  but  conveyed  more  an  apoplectic  fit 
than  anything  else.  Next  followed  some  high-tech  special  effects  a  la  Close  Encounters  of  the 
Third  Kind  while  the  seated  audience  sampled  the  Cola.  Than  a  collective  contented  sigh  — 
that  was  not  however  reflected  on  the  faces  of  those  watching — filled  the  auditorium.  This 
was  high  bathos.  While  the  audience  were  wrestling  with  mingled  thoughts  of  disgust  and 
disappointment  the  last  commercial  came  on.  It  was  Thums  Up.  In  a  90  second  film  equalling 
the  length  of  the  Pepsi  film,  Thums  Up  proceeded  to  steal  the  thunder  from  the  much  touted 
magic.  With  a  jingle  sung  in  a  slow  bluesy  to  highly  kinetic  images  in  slow  motion  the  film 
was  an  outright  winner.  The  film  showed  commonplace  yet  exciting  moments —  a  sprinter 
winning  a  race,  a  student  on  graduation  day  a  young  girl  receiving  a  job  confirmation  and  so 
on,  with  each  winner  indicating  his  or  her  elation  with  the  thumbs-up  sign.  This  was  followed 
up  with  the  standard  thunderclap  bottle  opening  and  the  legend  “Taste  the  Thunder”.  Where 
the  Pepsi  film  for  all  its  frenzy  was  lifeless,  the  Thums  Up  film  was  vibrant  and  exciting. 
Where  the  Pepsi  film  was  garbled  and  confusing,  Thums  Up  was  coherent  and  moving.  And 
most  important,  Thums  Up  had  got  that  last  slot  just  before  Chitrahaar.  The  press  too  did  not 
spare  Pepsi.  The  Hindustan  Times  devoted  half  a  page  of  their  Sunday  edition  to  this  story 
which  they  aptly  titled  ‘When  the  magic  fizzled  out’.  A  schoolgirl  quoted  in  the  same  article 
summed  up  the  ad  succinctly  —  “Too  much  gas  and  not  enough  fizz”.  Pepsi’s  lame  answer 
was  that  the  HQ  had  liked  it —  a  typical  instance  of  everything  being  done  to  please  the 
bosses  back  home. 


48 


Parle  followed  up  this  success  beating  Pepsi  at  every  front.  They  upstaged  the 
potential  Challenge  ads  by  a  taste  test  of  their  own  featuring  actress  Pooja  Buatt  who  picks 
Turns  Up  as  the  best  from  various  colas.  This  was  followed  up  by  digs  at  Pepsi’s  milder 
carbonation  and  sweeter  taste.  In  two  restaurant  scenarios,  angry  customers  demand  of  their 
waiter  if  the  Cola  they  had  ordered  had  been  left  out  in  the  rain  or  if  it  were  a  gulab  jamun! 
Thums  Up  was  immediately  positioned  ahead  of  Pepsi  as  the  more  fizzy  and  less  insipid 
drink. 


The  Lehar  7-Up  commercials  are  the  only  quality  advertisements  Pepsi  has 
produced.  And  these  were  matched  if  not  upstaged  by  the  Parle  clear  lime  Citra.  The  recently 
released  Mirinda  commercials  positively  asinine. 

Where  had  Pepsi  gone  wrong?  Why  were  these  sensationally  successful 
American  ads  failing  so  miserably?  The  answer  lies  in  a  complete  misreading  of  the  market. 
Pepsi  had  been  trying  to  cash  in  on  American  hype  without  examining  an  existing  precedent. 
In  1987  another  American  soft  drink  range  -  Double  Cola,  had  entered  the  Indian  market 
(Double  Cola  did  not  have  Pepsi  entry  problems  as  the  owners  of  the  company  Noorally  and 
Alnoor  Dhanani  were  non-resident  Indians).  Double  Cola  had  positioned  itself  as  an 
American  drink  with  visuals  of  American  idols  like  Bruce  Springsteen  in  the  ads.  Double 
Cola  today  is  forgotten  history.  Pepsi  had  been  using  the  same  approach  overlooking  the 
fallacy  that  Remo  was  not  Michael  Jackson,  nor  Juhi  Chawla,  Madonna.  While  both  the 
American  stars  are  known  to  over  95%  of  American  less  than  2%  of  India  is  familiar  with 
Remo.  And  though  Juhi  Chawla  has  had  one  hit  film,  she  is  no  star,  with  the  rest  of  her  few 
films  being  box  office  disasters.  The  nation’s  youth  was  in  no  way  crazy  about  these  two. 
Pepsi  aping  its  parent  company’s  strategy  even  went  to  the  absurd  extent  of  their  Vice- 
President  of  Marketing  Ravi  Dhariwal  mouthing  Roger  Enrico.  Dhariwal  says  that  when  the 
Remo  campaign  came  on  his  five-year-old  daughter  jumped  up  yelling  “yah,  yah,  yah!”.  This 
is  a  direct  plagiarism  of  Enrico’s  description  of  his  nine-year-old  son  Aaron’s  reaction  to  the 
Jackson  commercial  narrated  in  ‘The  other  guy  blinked’ .  And  Pepsi  though  well  known  does 
not  have  in  India  the  associations  that  Coke  does.  Further  neither  Pepsi’s  ad  line  nor  its 
colours  were  a  novelty,  Campa  Cola  having  appropriated  both  with  slight  modifications. 
Campa  Cola  was  and  still  is  Pepsi  red  and  blue  colours  in  their  300ml  campaign.  And  one  of 
their  advertising  slogans  was  the  ‘teste  of  a  new  generation”.  They  had  stolen  Pepsi  punch 
line  so  to  speak.  Pepsi  had  in  fact  approached  the  late  Charanjit  Singh  of  Pure  Drinks  who 
produce  Campa  Cola,  for  his  support  or  at  least  non-resistance  to  the  Pepsi  project.  They  gave 
him  the  now  familiar  arguments  of  competition  making  the  market  grow.  This  writer  met 
Charanjit  Singh  (shortly  before  his  death)  who  said  that  Vangal,  Les  Ham  (Vice-President 
Asian  Operations)  and  Jack  Choo  had  approached  him  and  even  invited  him  to  join  them  in 
exports  and  other  business  ventures.  Charanjit  Singh  was  a  shrewd  businessman  and  was  not 
fooled  for  a  minute.  He  was  in  fact  quite  amused  at  Pepsi’s  feeble  attempt  in  enlisting  his 
support.  Nor  was  he  deceived  by  Pepsi  arguments  at  bringing  down  prices.  In  his  words  “If 
indigenous  manufactures  have  to  take  on  the  high  tech  advertisement  campaigns  of 
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Multinationals  then  they  will  have  to  generate  matching  resources.  And  this  is  not  likely  to  be 
done  with  lower  prices”.  In  fact  quite  contrary  to  its  claims  of  better  prices,  Pepsi  with  its 
entry  into  the  market  hiked  prices  up  from  Rs  3  a  bottle  to  Rs  3.50. 

Pepsi  was  further  upstaged  by  Parle  in  their  most  expensive  promotional 
campaign.  They  signed  on  cricket  star  Kapil  Dev  to  endorse  Pepsi  door  to  door.  The  scheme 
invited  people  in  Delhi  to  send  in  their  addresses  and  stock  their  refrigerators  with  Lehar- 
Pepsi  or  Lehar  7-Up.  Kapil  dev  would  personally  visit  a  few  house  and  share  their  Pepsi 
seriously,  was  the  fact  that  Kapil  Dev  had  endorsed  Thums  Up  few  years  earlier.  With  the 
promotion  a  days  underway,  Parle  re-released  footage  in  the  leading  dailies  that  had  Kapil 
Dev  holding  a  Thums  Up  bottle  in  one  hand  and  giving  the  thumbs-up  sign  with  the  other. 
This  completely  deflated  the  Pepsi  campaign.  Livid  they  threatened  to  go  to  court.  Kapil  Dev 
actually  did  saying  Parle  had  violated  his  contract.  The  case  was  thrown  out  once  it  was 
discovered  that  no  time  limit  was  specified  on  the  contract.  This  was  Parle  Chief  Ramesh 
Chauhan  at  his  street  fighting  best.  Parle  following  the  court  order  released  the  Kapil  Dev  ads 
again.  This  was  Pepsi’s  biggest  fiasco. 

In  the  market  too  Pepsi  have  constantly  been  upstaged.  They  had  thought  that 
they  would  establish  and  dominate  a  new  segment —  that  of  the  clear- lime  with  their  7-Up. 
Here  too  they  were  upstaged  by  Citra  which  is  today  more  popular  because  of  its  greater  fizz 
and  more  definitive  taste.  Parle  also  used  Pepsi’s  own  strategy  of  more  drink  for  the  same 
price.  Thus  today  a  500  ml  bottle  of  Thums  Up  is  available  at  a  retail  price  of  just  Rs  6  as 
against  other  250  ml  bottles  for  Rs  4.  Pepsi  was  now  being  beaten  by  its  own  strategy  of 
undercutting.  Another  blunder  that  Vangal  made  was  in  not  capitalizing  on  the  initial  7-Up 
success  in  the  south.  To  his  dismay,  he  found  7-Up  actually  outselling  Pepsi.  This  was 
unthinkable.  Pepsi  was  the  flagship  brand  while  7-Up  was  an  acquisition.  So  he  withheld  7- 
Up, (instead  of  rolling  it  nationally)  and  pushed  Pepsi  harder  but  to  no  avail.  By  this  time 
Citra  had  taken  away  the  advantage  and  was  already  all  over  the  country. 

The  management  style  is  dubious  in  itself.  Pepsi,  though  struggling  at  the  market 
place  was  overly  comfortable  at  the  work  place.  To  already  sky-rocketing  costs  are  Pepsi’s 
incredible  administrative  costs.  It  may  be  remembered  that  Vangal  spent  his  entire  pre¬ 
clearance  stay  in  India  operating  from  the  Taj.  Even  today  the  cost  are  disproportionate  to  the 
turnover.  Executives’  house  rents  are  sometimes  over  Rs  50,000  per  mouth.  Office  rent, 
salaries,  entertainment  and  travel  costs  are  similarly  high. 

Vangal  himself  is  another  reason  for  the  debacle.  His  functioning  while  well 
suited  to  the  lobbying  and  wheeling-dealing  required  to  clear  the  project  is  not  conducive  to 
normal,  everyday  efficient  functioning.  Vangal  is  more  a  hard  crisis  manager.  His  proven 
abilities  are  in  this  area.  He  is  a  classic  example  of  the  Peter  Principle.  Post  clearance, 
PepsiCo  should  have  chosen  a  more  marketing  oriented  executive  for  the  top.  Vangal 
personnel  recruitment  was  equally  poor.  He  applied  the  American  head-hunting  principle  and 
recruited  middle  level  executives  from  ITC,  Lipton  Lever,  etc.  None  of  these  executives  had 
proven  individual  skills.  Subsisting  complacently  at  a  middle  level  in  an  MNC  is  quite  a 
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different  matter  from  actually  running  and  building  up  a  business,  especially  soft  drinks.  The 
faceless  IIM-graduate  with  his  grounding  in  theory  and  slick  ways  might  fit  into  the  febrile 
work  ethos  of  a  Citibank  or  a  5  star  hotel  but  he  is  not  geared  for  the  hard  streetfights  of  the 
soft  drink  market.  He  would  not  really  soil  his  tie  at  a  Paanw ala’s  which  however  are  the 
most  common  soft  drink  outlets.  Street  smart  operation  are  one  good  reason  for  Parle  and 
Pure  Drinks  success. 

Now  for  a  look  at  the  trade  front.  Parle  was  ready  for  changes  that  would  take 
place  in  the  cola  wars  due  to  Charanjit  Singh  death  and  the  subsequent  succession  disputes  in 
his  family).  Parle  did  not  have  the  advertising  budget  that  Pepsi  did.  But  their  operations  were 
more  cost  effective.  (Their  90  second  commercial  cost  them  only  s  4  lakhs  against  Pepsi’s  60 
lakhs).  Their  flagship  brand  Limca  had  been  hit,  but  they  had  been  quick  with  Citra  and  had 
regained  more  than  lost  ground.  It  also  allowed  its  retailers  to  change  any  other  brand  for 
Citra.  No  extra  cost  was  to  be  incurred  those  holding  crates  of  Thums  Up  or  Limca  to  initially 
launch  Citra.  This  helped  Citra  distribution.  Pepsi  did  not  do  this  with  its  new  product 
Mirinda.  Normal  retailers  did  not  see  much  reason  for  paying  out  additional  cost  to  test  sell  a 
products  whose  better  known  companion  brands  were  not  doing  overly  well  either.  Parle 
topped  its  offer  with  four  free  bottles  to  every  crate.  Pepsi  matched  this  but  only  with  the 
contents.  So  the  retaoler  got  28  bottles  of  the  liquid  for  the  price  of  24  but  had  to  pay  bottle 
price  for  all  28.  Pepsi  has  already  established  about  15  bottling  plants.  The  reach  of  these 
plants  involves  higher  costs.  The  ideal  servicing  distance  per  plant  is  a  radius  of  80-100km 
and  as  Pepsi’s  plants  have  to  service  territories  spanning  700  kms,  their  transport  costs  are 
naturally  higher. 

Yet  another  negative  is  Pepsi  policy  of  distributorships  as  against  Parle’s  and 
pure  Drinks  direct  distribution.  Pepsi  had  sold  distribution  rights  to  raise  quick  money,  but 
this  is  proving  a  problem  now.  Thus  on  the  economic  from  too  Pepsi  is  in  trouble. 

Pepsi  had  hoped  that  soft  drink  gains  would  offset  other  losses  but  this  again  has 
not  been  happening.  Their  market  share  after  such  heavy  inputs  is  only  10%.  And  this  after 
having  exceeded  illegally  the  25%  restriction.  A  show  cause  notice  has  been  served  to  them. 
And  if  the  Government  does  get  its  act  together  and  clamp  down  on  them,  even  Cola  might 
not  bail  them  out.  The  legend  has  proved  a  hollow  myth. 
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CHAPTER  7 

PEPSICOLONIS  ATION  ? 

Every  fear  voiced  by  Pepsi’s  critics  and  dubbed  irrational  by  the  advocates  of  Pepsi  has  now 

been  proven  true.  Pepsi  was  brought  in  to  usher  in  an  agricultural  and  horticultural  revolution. 
This  has  not  happened.  This  has  not  happened.  Nor  have  exports  and  foreign  exchange 
earnings.  Soft  drinks  have  emerged  as  the  company’s  top  priority.  The  company  has  cheated 
and  deceived  in  every  possible  way.  It  has  even  dared  to  defy  governmental  authority. 

Today  Coca-Cola  is  also  looming  on  the  horizon.  They  have  themselves  blatantly 
stated  their  intention  to  recapture  the  soft  drink  market  they  evacuated  in  1977.  foreign 
investment  in  itself  is  not  a  bad  thing.  But  in  non  priority  areas  MNCs  have  to  be  kept  away 
as  Pepsi  and  Coke  in  its  EPZ  proposal  have  proved.  Coke’s  EPZ  proposal  was  in  itself  a 
clever  exercise  in  deception.  Coke  had  indicated  that  it  would  sell  25%  of  its  production  in 
the  domestic  market.  They  however  chose  to  gloss  over  the  mechanism  that  would  keep  track 
of  what  accounts  for  25%  and  what  has  actually  been  exported.  It  could  easily  keep  raising 
the  75%  by  exporting  to  its  franchisees,  thereby  producing  enough  to  meet  the  Indian  soft 
drink  market’s  demand.  It  also  had  promised  to  form  a  company  exclusively  for  exports  out 
of  the  profits  it  earned  from  the  EPZ  unit.  It  deliberately  left  vague  who  would  compute  the 
profit.  All  it  has  to  do  at  a  later  state  that  the  unite  was  not  marking  any  profits  to  get  out  of 
that  obligation.  Coke  also  states  that  its  preliminary  investigations  show  that  there  are  limited 
areas  only  where  exports  could  be  undertaken.  These  indicated  areas  show  that  Coke  was 
merely  testing  the  limits  of  Governmental  policy  as  well  as  binding  Pepsi  to  its  Food 
Processing  commitment. 

Coke  in  all  probability  (in  today  economic  scenario)  going  to  enter  India.  It  has 
already  negotiated  with  Raj  an  Pillai  of  Brittania  and  has  submitted  a  formal  proposal  which  is 
almost  certain  to  be  cleared.  Pillai  and  Coke  propose  to  set  up  JMRPCO  Ltd,  an  off-shore 
company  incorporated  in  Hong  Kong,  with  Pillai  holding  the  lion’s  share  of  60  per  cent  of  its 
equity  and  Coca-Cola  South  Asia  (Holdings)  Inc.  picking  up  the  remaining  40  per  cent.  And 
its  no  coincidence  that  the  company  has  the  NRI’s  very  initials  for  its  name.  JMRPCO  in 
turn,  will  team  up  with  Britannia  Industries  Ltd  (BIL)  to  set  up  Britco  Foods  Private  Limited 
which  will  spearhead  the  Coke-Pillai  foray  into  India.  JMRPCO  will  hold  66  per  cent  of 
Britco’ s  stake,  while  Britannia  will  have  24  percent.  The  balance  10  percent  will  be  with  a 
government  agency,  very  likely  the  Maharashtra’s  state  industrial  corporation.  The  $20 
million  Coke-Pillai  proposal  aims  to  relocate  a  Singapore  based  100  per  cent  export  oriented 
snackfoods  plant  to  Maharashtra  and  licence  bottlers  who  will  process  and  bottle  essences 
imported  form  Coca-Cola  and  market  them  in  India  under  Coke’s  global  brand-names.  Coke 
has  learnt  from  Pepsi  case.  It  is  positioning  the  proposal  as  a  snack  food  project  without  any 
of  the  binding  conditions  that  Pepsi  had  to  commit  itself  to.  This  positioning  is  crucial  as  it 
more  or  less  means  automatic  clearance  in  the  new  industrial  climate  under  the  Narasimha 
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Rao  government.  Otherwise  it  would  have  had  to  go  through  the  traditional  route  of  case-  by¬ 
case  clearance  as  soft  drinks  remain  on  the  restricted  list  for  MNCs.  As  it  stands  the  proposal 
is  without  any  conditionality.  The  only  export  commitment  of  sorts  is  Pillai’s  shifting  base  to 
India  as  he  exports  Rs  26  crores  worth  of  snack  food  every  year  from  his  Singapore  units. 
There  are  no  controls  on  soft  drink  production.  Thus  with  one  fell  swoop  Coke  has  access  to 
the  India  soft  drink  market,  which  with  their  tremendous  brand-name  advantage  they  should 
have  no  trouble  capturing.  Pillai  has  proposed  to  export  Rs  1002  crores  over  a  ten  year 
period.  At  the  end  of  the  first  five  year  the  proposal  has  projected  an  export  figure  of  Rs  270 
crores.  It  will  be  interesting  to  watch  Pillai  achieve  the  Rs  1002  crores  in  the  remaining  five 
years.  Even  the  much  touted  (to  be  relocated  chips  plant  in  Singapore  has  annual  exports 
worth  a  mere  Rs  26  crores  and  this  after  the  units  has  been  in  operation  20  years.  What  he 
will  actually  bring  in  17.72  crores  as  hard  currency.  That’s  approximately  60%  of  the  Rs 
26.85  crores  the  project  will  cost.  The  balance  will  be  investment  to  be  shared  by  Pillai’s 
Britannia  and  government  agencies.  What  has  been  glossed  over  is  the  import  content.  Over 
ten  years,  the  country  will  have  to  fork  out  Rs  280  crores  in  foreign  exchange  for  the  snack 
food  related  imports  alone,  Rs  1 5 1  crores  for  concentrate  imports  and  dividend  outgo  is  Rs  66 
crores.  A  whopping  Rs  497  crores  in  10  years  averaging  about  Rs  50  crores  a  year.  And  these 
imports  vary  from  potatoes  and  nuts  to  cooking  oil  to  the  Coca-cola  formula  essential  areas 
indeed!  Is  India  going  to  live  by  Shaw’s  dictum  that  the  only  thing  man  learns  from  history  is 
that  he  does  not  learn  from  history?  Will  the  government  with  its  economic  perestroika  adopt 
the  policy,  once  shy  twice  bitten.  All  indications  are  that  this  will  come  to  pass. 

MNCs  have  been  notorious  for  their  destructive  roles  in  developing  economies. 
They  make  money  only  to  repatriate  it.  The  common  dodge  of  ‘transfer  pricing’  further  aids 
them.  They  trade  imports  and  exports  with  either  parent  companies  or  its  divisions.  They 
overcharge  their  subsidiaries  for  imports  supplied  and  underpay  them  for  exports,  as  Pepsi 
has  done  with  Crunch  Barrel.  All  the  so  called  progressive  developing  countries  who  have 
opened  their  doors  to  MNCs  like  Pepsi  are  paying  the  price.  A  look  at  their  external  debt  in 
any  Bank  report  should  prove  this. 

In  India  it  is  argued  that  since  viable  alternatives  exist,  these  indigenous 
companies  should  be  able  to  stand  up  to  the  MNCs.  The  example  of  Parle  and  Pure  Drinks 
versus  Pepsi  should  indeed  prove  this  in  the  light  of  Pepsi  dismal  performance.  But  this  is 
only  partially  true.  Both  Parle  and  pure  Drinks  have  stood  up  to  and  even  bested  Pepsi  in  the 
market  place.  But  neither  will  be  able  to  match  Pepsi’s  financial  muscle.  Pepsi  in  an  India 
Today  feature  (October  1991)  has  declared  that  it  has  run  up  losses  to  the  tune  of  24  crores. 
This  however  means  nothing  to  them.  Pepsi  is  in  a  position  to  think  ahead  a  quarter  of 
century,  and  can  sustain  these  losses  comfortably  for  the  next  few  years.  Their  advertising 
budgets  cannot  possibly  be  matched  by  Parle  or  Pure  Drinks  year  after  year.  Then  there  is  the 
crucial  brand  name  factor.  The  Indian  soft  drink  or,  for  that  matter,  the  snack  food  industry  is 
in  still  in  a  nascent  stage  when  compared  to  Coke’s  104  years  and  Pepsi’s  91  years. 
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And  in  a  politically  ‘sensitive’  country  like  India  the  presence  of  a  CIA  affiliate 
like  Pepsi  is  dangerous  to  say  the  least.  They  are  capable  of  influences  outside  their  business 
interests  as  the  Chilean  precedent  shows.  An  inquiry  into  the  Rajiv  Gandhi  assassination  with 
the  Pepsi-CIA  nexus  would  be  perfectly  in  order.  This  may  seem  hysterical  and  far  fetched, 
but  in  reality  it  is  not  so.  Because  this  is  precisely  what  they  did  do  in  Chile.  The 
democratically  elected  leftist  government  was  to  be  headed  by  Salvador  Allende  who  was  a 
serious  threat  to  Pepsi  and  other  American  interests.  Donald  Kendall  was  a  close  friend  of  the 
then  President  Richard  Nixon.  Bob  Woodward  in  his  Secret  Wars  of  the  CIA,  1981-87  refers 
to  this.  Richard  Nixon  is  quoted  ordering  R  Helms  then  CIA  Director,  to  stop  Allende  was  at 
all  costs.  In  the  early  seventies  the  Pepsi  bottler  in  Chile  was  one  Augustin  Edwards  who  was 
also  publisher  of  the  propagandist  newspaper,  El  Mercurio.  After  Allende  was  elected, 
Edwards  flew  down  to  meet  Henry  Kissinger  and  Richard  Helms  at  meetings  arranged  by 
Kendall,  Chairman  of  ‘PepsiCo  until  May  1991.  Kendall  is  also  n  saying  that  he  arranged 
“crucial  meetings”  with  Nixon.  Kendall,  Edwards,  Helms  and  Nixon  all  were  unanimous  in 
their  fear  that  with  Allende,  American  interests  were  threatened.  Kendall  and  Edwards  could 
have  particularized  these  interests  to  PepsiCo  itself.  In  1973,  there  year  after  he  had  come  to 
power,  Allende  was  shot  dead,  bringing  in  a  long  spell  of  military  rule.  In  the  subsequent 
Senate  hearings  it  emerged  that  the  Pepsi  franchise  also  doubled  as  a  CIA  front.  Behind  the 
fun  loving  frothy  fa£ade  of  Pepsi  lies  the  cruel  face  of  American  imperialism.  When  Pepsi 
says,  “Each  bottler  is  like  a  client  government  which  will  survive  and  prosper  as  long  as  he 
looks  after  our  interests”,  it  shows  the  extent  a  company  can  go  to  safeguard  its  interests. 
Every  chilled  bottle  of  Pepsi  sends  across  a  chilling  message  to  all  those  would  try  to  stand  in 
the  way  of  the  soft-drink  multinational  and  by  extension  the  United  States  of  America. 

This  then  is  Pepsi’s  political  history.  Pepsi’s  CIA  links  were  brought  out  by  the 
Press  and  in  Parliament  when  the  Project  was  under  consideration.  Jagdish  Tytler  was 
dismissive  of  these  fears  saying,  “We  are  no  Banana  republic.  We  can  take  care  of 
ourselves”.  CIA  intervention  and  monitoring  of  Indian  politics  is  a  well  known  fact.  The 
Sunday  Observer  (July  21-27,  1991)  stated  that  an  Indian  politician  and  17  bureaucrats  are 
reported  to  have  accepted  money  funnelled  though  the  BCCI.  A  US  Senate  committee  is 
investigating  CIA  involvement  in  these  covert  transfers. 

There  are  parallels  in  the  Chilean  and  Indian  political  climates.  Rajiv  Gandhi  was 
a  certainty  to  return.  He  had  already  taken  an  anti-American  stand  in  the  refuelling  episode 
during  the  Gulf  War.  He  had  been  warned  by  Fidel  Castro  and  the  PLO  about  there  being  a 
Conspiracy  afoot  and  of  the  danger  to  his  life.  Rajiv  return  was  being  perceived  as  a  return  of 
stability  after  two  successive  government  had  fallen.  American  interests  do  not  coincide  with 
stability  in  India.  Rajiv  Gandhi  on  21  May  1991  (the  day  he  was  assassinated)  was 
interviewed  by  two  reporters  by  two  reporters,  Barbara  Chrosette  and  Neena  Gopal.  The 
interview  was  published  in  the  Time  of  India.  In  this  interview  he  candidly  states  that  a 
certain  superpower  wanted  to  see  instability  in  India  and  did  not  prefer  him  to  return.  On 
being  asked  which  superpower  he  “smirked”  and  said  “obviously”  not  Soviet  Russia”.  In  an 
interview  published  in  Sunday  earlier  Rajiv  had  lashed  out  at  Pepsi  saying  that  this  was  not 
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the  project  he  had  cleared.  The  project  he  had  cleared  had  promised  food  processing,  farmers 
interests,  exports  50,000  jobs,  etc.  He  blamed  the  VP  Singh  Government  for  not  clamping 
down  on  the  company.  Thus  with  his  return  a  serious  threat  existed  to  Pepsi.  Then  there  are 
LTTE-  Israel  links  with  the  Mossad  training  the  LTTE.  The  influx  of  Israeli  tourists  Kashmir 
and  then  moving  down  south  was  reported  by  PLO  intelligence.  More  interesting 
coincidences  occurred  in  the  from  of  PepsiCo  President  Sinclair  visiting  Indian  in  May  8th 
and  9th.  (Even  when  the  Project  was  at  its  worst  phase,  he  had  not  come  down).  Vangal  was 
absent  from  India  from  14th-24th  May.  What  were  the  reasons  behind  Adaikalaraj  ’  s  four  trips 
to  Sri  Lanka?  A  high  level  Pepsi  delegation  headed  by  a  foreigner  working  for  Pepsi  in  India, 
was  also  visiting  Pakistan  at  the  time.  Another  coincidence  may  be  noted.  Unrest  in  China 
and  Russia  began  after  Pepsi  active  presence  there.  All  this  may  sound  bizarre  and  far 
fetched.  By  themselves,  or  in  tandem  these  factors  may  mean  nothing.  But,  given  everything 
can  India  afford  to  be  dimissive  of  these  factors?  An  inquiry  even  if  only  to  prove  just  the 
country  should  nevertheless  be  gone  into. 


A  full-scale  parliamentary /judicial  inquiry  is  in  fact  what  should  be  instituted.  But 
anything  constructive  emerging  seems  remote.  The  Government,  insteadof  hauling  up  Pepsi, 
seems  to  be  welcoming  Coke!  Like  that  classic  spaghetti- western,  our  economic  policy  seems 
to  be  anything  “for  a  few  dollars  more”.  Roger  Enrico  in  his  book  says,”  In  the  cola  wars 
there  are  no  winners”.  While  this  may  be  true  of  the  American  battlefields,  the  Pepsi  Project 
has  amply  demonstrated  that  India  will  end  up  being  the  serious  loser. 
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ANNEXURE  1 

THE  NATIONAL  DEBATE 


The  Pepsi  project,  rife  with  controversy  as  it  was,  become  a  raging  polemic  in 
both  Houses  of  Parliament  and  in  the  Press.  Ramesh  Vangal  on  money  occasions  expressed 
his  ire  over  the  manner  in  which  the  media  in  India  had  been  busy  in  Pepsi-bashing.  The  fact 
of  the  matter  is  that  no  company  has  indulged  in  such  blatant  swindling  and  violation  of 
Government  reportage  of  the  last  few  years  would  indicate  how  the  Fourth  Estate  perceives 
the  presence  of  Pepsi. 

Current,  August  9,1986 

The  Pepsi  controversy  has  brought  the  ruling  and  the  opposition  MPs  on  one 
platform  for  the  first  time  in  many  years.  The  enfant  terrible  of  Indian  politics,  George 
Fernandes,  Minister  has  threatened  to  destroy  the  Pepsi  plant  itself  if  it  were  allowed  to  come 
up 

There  was  considerable  bureaucratic  pressure  lobbying  for  the  cause.  The  Pepsi 
crusade  was  first  spearheaded  by  the  Akali  Industry  Minister  and  personal  friend  of  Rajiv 
Gandhi,  Raja  Amrinder  Singh  who  had  met  the  Prime  Minister  more  than  once  for  clearing 
the  Pepsi  project.  Surjit  singh  Bamala  too  wrote  a  letter  drafted  by  his  Finance  Minister, 
Balwant  singh,  a  big  industrialist  familiar  with  the  Pepsi  bosses  in  the  USA.  Balmala  in  his 
letter  to  Rajiv  has  advocated  the  Pepsi  Tata  project  on  the  plea  of  boosting  agro-based 
industries  in  his  state.  He  wrote: 

“A  planned  shift  from  the  prevailing  wheat-paddy  rotation  to  horticultural  crops, 
oil  seeds,  sugarcane  is  a  part  of  the  State  proposed  agricultural  development  strategy.  This 
proposed  crop  diversification  programme  can  be  stimulated  however  only  by  following  an 
integrated  approach  towards  developing  large  scale  agro-processing  facilities,  marketing  and 
exports.  The  proposed  venture  is  a  step  in  that  direction.  It  is  our  view  that  international 
collaboration  in  such  a  venture  will  be  essential”.  One  wonders  what  Barnala  and  Singh  have 
to  say  today? 

Blutz  September  3,  1989:  Pepsi-bribe  to  higher  up 

This  article  reveals  the  influence  exercised  by  the  Americans.  It  refers  to  the  kick-backs  paid 
to  the  lobby  in  India  which  pushed  the  project  through. 

It  is  not  just  the  known  CIA  links  of  President,  Donald  Kendall  but  a  whole  lot  of 
other  fundamental  issues  which  seem  to  have  been  glossed  over  as  the  American  soft  drink 

manufacturer  Pepsi  Cola  ( PepsiCo )  has  been  allowed  to  literally  bulldoze  its  way  into  the 
56 


WFft?TT  , 

j 

India  market . Even  when  the  Punjab  Agro  Industries  Corpn’s  proposal  has  finally  been 

okayed  its  critics  have  not  given  up  and  ironically  most  of  them  are  within  the  ruling  party 
itself  Among  other  aspects  that  have  been  highlighted  by  the  critics  is  substantial  over¬ 
invoicing  to  the  tune  of  5  crores  resorted  to  by  the  multi-national  presumably  meant  for 
‘paying  bribes  to  higher-ups  who  have  influenced  the  Government’s  decision. 

. .  .As  it  is,  the  capital  investment  needed  for  the  plant  been  worked  out  at  Rs  50  lakhs  but 
Pepsi  has  hiked  it  to  5. 5 crores  leading  to  obvious  misgivings. 

...Both  wafers  and  since  raw  material  is  easily  available  at  home  where  was  the  need  to  let 
PepsiCo  in  the  critics  ask?  The  know  how  is  available  with  the  CFTRI,  My  sore,  but  that  has, 
for  obvious  reasons,  been  overlooked. 

. . .  The  critics  say  that  once  the  manufacturing  plant  been  activated  there  is  no  way  in  which 
Government  will  be  able  to  force  Pepsi  to  stand  by  its  commitment  regarding  export  of  items 
like  food  pulp  etc.  If  pressed,  the  standard  ploy  of  this  company  is  to  purchase  export  licences 
of  normally  exported  products  like  tea,  coffee,  etc.  which  are  available  in  the  market  at  just  2 
to  4%  premium.  Financial  Express,  May  6,  1989:  United  States  Companies  in  India  see 

NO  CAUSE  FOR  BLACKLISTING 

The  US  companies  having  business  and  trade  interests  with  India  are  against 
blacklisting  the  country  under  the  provisions  of  the  Super  301  clause  of  the  United  States 
Omnibus  Trade  and  Competitiveness  Act,  1988... 

. . .  The  Chairman  of  the  United  States  Section  of  US-Indo  Business  Council  and  Chairman  of 
PepsiCo  Inc,  Mr  Donald  Kendall  has  written  a  letter  to  the  United  States  trade  representative 
Ms  Carla  A  Hills  to  this  effect  and  suggested  that  she  should  take  efforts  of  the  Indian 
Industry  into  consideration  before  any  trade  action  is  taken. 

. .  .Mr  Kendall  representative  of  the  Indian  business  community,  he  was  encouraged  by  the 
fact  that  a  greater  appreciation  of  effective  intellectual  property  law  has  developed  in  the 
Indian  private  sector  and  progress  is  likely  in  the  area  before  the  end  of  the  year. 

Who  is  this  “leading  representative  of  the  Indian  business  community”?  The 
identity  can  be  found  in  the  files  of  the  PMO  and  Foreign  Office  as  he  was  negotiating  with 
Kendall  with  their  knowledge  and  on  their  behalf.  Besides  gaining  clout  in  these  two 
important  offices  in  India,  what  else  has  he  gained  from  Kendall  and  Pepsi.  Or  is  it  the  other 
way  around?  Finding  this  gentleman  so  influential  in  India  did  Kendall  rope  him  in  India? 
The  articles  reveals  the  subtle  threat  to  the  Indian  Government  that  if  they  do  not  clear  the 
Pepsi  project  which  has  committed  to  herald  a  revolutionary  era  in  food  processing, 
agricultural  research  and  exports,  then  it  shall  discourage  the  American  industrialists  and 
investors  whose  help  we  need  in  the  international  market  to  better  our  trade  situation.  If  the 
Government  of  India  takes  over  two  years  to  clear  a  project  that  would  tap  a  virgin  market, 
then  clearly  Ms  Hills  has  reason  to  be  dissatisfied  with  us. 

The  Hindu,  New  Delhi,  November  3,  1988:  government  asked  to  scrap  deal  with 

PEPSICO. 

Mr  Tytler  asserted  that  60%  of  the  total  business  of  the  company  was  in  food 
business  . .  “Referring  to  fears  express  ed  in  some  quarters  that  entry  of  the  multinational 
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into  the  food  processing  industry  was  through  some  consultants  and  that  it  would  lead  to 
some  kind  of  destablisation,  Mr  Tyler  made  it  clear  that  no  intermediaries  or  agents  or 
consultants  were  associated  with  the  project.  This  reply  was  aimed  to  quieten  the  opposition 
fears  who  felt  that  country  had  been  taken  for  a  ride.  Mr  Kulkarni,  M.P.  felt  that  indigenous 
technology  should  be  encouraged  in  this  field. 

The  Hindustan  Times ,  New  Delhi,  November  3,1988:  no  rules  violated  in  Pepsico 

VENTURE. 

Jagdish  Tytler  sought  to  clarify  that  Pepsi  was  delivering  the  promised  goods: 

We  believe  that  the  strength  and  stability  of  our  democracy  and  government 
arises  from  the  intrinsic  strength  of  our  democracy  and  government  arises  from  the  intrinsic 
strength  of  our  system.  This  cannot  be  endangered  by  any  multinational  whatsoever  he 
added. 

The  Hindustan  Times,  October  23,  1988:  tytler  defends  pepsico  deal. 

Tytler  asserts  in  a  Parliamentary  Consultative  Committee  meeting:  The  PepsiCo  project 
would  create  employment  for  50, 000  people  nationally  including  25, 000  extra  jobs  in 
agriculture. 

The  Times  of  India,  Bombay  Edition,  September  27,  1988:  pepsico  project  to  treble 

PUNJAB  FARM  INCOME 

At  a  press  conference  here  today  the  spokesman  (PepsiCo)  said,  the  major 
advantages  of  this  ‘most  scrutinised’  project  would  be  better  processing  technology  greater 
exports  and  more  income  and  employment  for  the  farmers.  ...With  the  effect  of  green 
revolution  petering  out,  farm  incomes  in  Punjab  were  stagnating  at  about  Rs  7000  per 
hectare  per  year.  A  shift  to  fruit  and  vegetable  farming  envisaged  under  the  project  would 
yield  between  Rs  15,000  and  Rs  25,000  per  hectare.  The  project  would  absorb  about  25%  of 
Punjab’s  fruits  and  vegetable  produce. 

Would  the  Pepsi  spokesman  inform  us  as  to  how  many  farmers  have  actually 
benefited  from  the  company?  What  is  the  percentage  and  the  volume  of  fruit  and  vegetables 
purchased  by  Pepsi?  What  is  the  extent  to  which  jobs  have  been  generated?  A  dhama  by 
farmers  led  by  Uppal  during  VP  Singh’s  tenure  complained  that  the  agricultural  research 
scheme  had  ruined  them.  According  to  them,  the  methods  employed  by  Pepsi  to  grow  to  red 
ones  and  that  the  company  was  unwilling  to  buy  them,  despite  the  fact  that  the  tomatoes  were 
grown  according  to  directions  given  by  Pepsi.  They  had  to  sell  it  in  the  local  market  at  one 
fourth  the  cost  of  their  production. 

The  Economic  Times,  September  27, 1988:  pepsi  cola  brand  name  not  to  be  used 

Pepsi ’s  entry  would  stir  up  competition  in  the  soft  drink  market  which  meant  a 

better  deal  for  the  consumers . In  Pakistan,  for  example  even  though  taxes  are  higher, 

retail  prices  are  around  25%  lower  than  in  India.  ...  Mr  Tobaccowala  said,  the  project  would 
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induct  the  state  of  art  technology  in  food  and  vegetable  processing,  manufacture  of  potatoes 
and  grain  based  goods  as  well  as  agricultural  research. . . .  Mr  Gokul  Patnaik,  Managing 
Director  of  the  Punjab  agro  said  then  an  integrated  lab-to-land  factory -to -market  approach 
was  needed  to  help  in  the  diversification  of  Punjab  Agriculture.  Wheat  and  paddy  cultivation 
in  the  state  had  reached  the  stage  of  diminishing  returns.  Incomes  had  stagnated  to  about  Rs 
7000  per  hectare.  A  shift  to  fruit  and  vegetable  farming  would  yield  between  Rs  15,000  to  Rs 
20,000  per  hectare.  Lack  of  access  to  market  means  the  cultivators  have  no  incentive  to  take 
up  fruit  and  vegetable  farming.  Our  project  will  absorb  nearly  25%  of  Punjab’ s  fruits  and 
vegetable  produce,  he  said. 

The  Janata  Dal  had  made  Pepsi  an  election  issue.  It  is  clear  that  their  statements 
against  the  entry  of  Pepsi  were  shallow  and  superficial  and  were  made  to  extract  political 
mileage.  In  a  letter  to  Mr  VP  Singh,  Mr  Femaades  said,  “PepsiCo  project  symbolises  the  rot 
that  Mr  Gandhi’s  Government  is  and  therefore  should  be  made  an  important  issue  of 
campaign”. 

The  Business  Standard,  September  21,  1988:  vp  urged  to  launch  stir  against  pepsi 

ENTRY 

Mr  George  Fernandes,  has  urged  VP  Singh,  the  convener  of  the  National  Front 
to  launch  a  nation  wide  campaign  against  the  Government  clearance  of  the  Pepsi  Project.  Mr 
Farnandes  apprehended  that  the  project  will  render  a  large  number  of  indigenous  sick. 
Refuting  the  Govt’s  c  claim  that  the  PepsiCo  project  will  create  50,000  jobs,  Mr  Fernandes 
asserted  that  the  project  will  not  generate  even  Government  may  not  survive  long  enough. 

The  Hindustan  Times,  Septmber  19,  1988:  fernandes  vows  to  prevent  pepsi  entry 

In  a  statement,  Mr  Fernandes  who  was  the  Industry  Minister  in  the  Janata 
Government  in  1977  and  had  effected  the  exit  of  Coca  Cola  from  this  country  warned 
PepsiCo  that  the  new  government  which  would  be  installed  in  New  Delhi  after  the  next 
election  which  would  see  the  defeat  of  Mr.  Gandhi  and  his  corrupt  coterie  would  ask 
companies  like  Pepsicola  to  summarily  get  out  India....  There  were  enough  reasons  to  believe 
that  a  lot  of  money  was  involved  in  the  Pepsicola  deal.  I  learnt  that  a  sun  of  5  crores  has 
either  changed  or  is  about  to  change  hands,  Mr  Fernandes  said. 

...He  also  accused  Minister  of  Food  Processing  and  Industry,  Jagdish  Tytler  and 
Congress  ”. . . 

The  excerpts  above  adequately  reveal  Mr  George  Fernandes  stand  towards  Pepsi. 
There  is  no  doubt  as  to  his  intentions  to  see  Pepsi  out  after  the  way  they  had  double  crossed 
the  nation.  But,  surely  one  would  expect  that  George  Fernandes  would  at  the  least  demand 
explanations  from  Pepsi.  The  Rajiv  Gandhi  government  came  under  severe  criticism  by 
George  Fernandes  for  having  allowed  Pepsi  to  come  in.  But  when  the  Janata  Dal  came  to 
power,  what  did  George  Fernandes  do?  Nothing!  He  was  just  using  Pepsi  as  a  political  whip 
to  flog  5the  congress  Government.  The  fact  is  tat  during  his  party’s  tenure  at  the  Centre,  the 
cost  of  the  project  increased  from  22  crores  to  a  colossal  75  crores.  How  did  he  justify  this 
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increase?  Or  rather,  how  and  why  did  the  Janata  Dal  Government  accept  the  hike  in  the  cost 
as  projected  by  Pepsi?  When  the  capacity  of  the  project  remained  the  same,  where  was  the 
need  for  the  hike  of  Rs53  crores.  Inflation  even  cannot  account  for  more  than  30%  in  the 
hike.  That  leaves  an  unexplained  cost  escalation  of  over  Rs  40  crores.  Was  this  paid  as  kick 
backs?  If  so  to  whom?  This  silence  is  not  keeping  with  his  earlier  stand. 

The  Hindustan  Times  New  Delhi,  July  27,  1987:  in  the  name  of  socialism  by  Prem 
Shankar  Jha 

In  every  respect,  the  project  is  a  model  foreign  collaboration.  Three-fifths  of  the 
share  are  to  be  held  by  Punjab  Agro  and  only  one-fifth  by  Pepsi. 

It  is  beyond  comprehension  as  to  how  Prem  Shankar  Jha  arrived  at  these  figures. 
The  share  of  Punjab  Agro  and  Tatas  is  36%  and  24%  respectively.  So,  between  the  two  of 
them,  they  constitute  3/5th  of  the  share.  Jha  claims  that  only  l/5th  of  the  share  is  held  by  Pepsi 
which  makes  it  20%.  What  then,  has  become  of  the  remaining  20%  or  1/5 th  of  the  Share? 

The  Times  of  India  New  Delhi,  August  7,  1986:pepsico  plans  thrust  on  food 
processing 

Mr  Amitabh  Pande,  Managing  Director  of  Punjab  Agro  Industries  Corporation  and  Mr  AH 
Tobaccowala,  Director  of  both  Voltas  and  Tatas,  addressing  a  press  conference  here  made  it 
very  clear  that  in  their  proposed  joint  venture  with  PepsiCo  of  United  States  neither  will  they 
sell  soft  drinks  directly,  nor  will  soft  drinks  made  by  independent  bottlers  from  concentrates 
produced  in  India  will  be  sold  under  Pepsi  Cola  brand  name. . .  Two  senior  Akali  leaders,  Mr 
Balwant  Singh  Ramoowalia  and  Mr  Shaminder  Singh  who  were  also  present  at  the  press 
conference,  said  that  the  Punjab  Government  and  the  ruling  Akali  Party  fully  supported  the 
project. . . 

Mr  Pande  sought  to  dispel  a  lot  of  misinformation  and  misapprehension  which, 
he  said,  has  been  caused  by  concerted  criticism  of  the  project  by  the  present  majority  market 
controlling  soft  drink  industry  in  the  country  and  certain  other  quarters. . . 

He  underlined  that  the  project  was  an  integrated  food  processing  project  and  the 
investment  in  the  manufacture  of  the  soft  drink  concentrates  would  constitute  only  26%  of  the 
total  outlay.  The  concentrate  would  be  manufactured  in  India  and  only  the  essential 
ingredients  not  available  in  the  country  will  be  imported. . . 

Mr  Pande  and  Mr  Tobaccowala,  what  have  you  to  say  today? 


The  Times  of  India,  February  13,  1988:  pepsi,  imperialist  poison  by  KN  Singh 

Pepsi  proposal  for  producing  soft  drinks  and  agro  goods  in  Punjab  came  in  for 
scathing  criticism  from  KN  Singh,  AICC  General  Secretary  who  described  the  multinational 
corporation  as  a  front  for  imperialist  forces  and  which  was  involved  in  political  murders  and 
destabilisation  acts  in  some  countries  like  Peru  and  Chile...  Taking  to  newsmen,  Mr  Singh 
expressed  confidence  that  the  Government  would  consider  the  political  implications  of  the 
proposal  before  taking  a  decision. . . 
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The  point  to  be  considered  is  whether  we  need  a  soft  drink  at  the  cost  of  the 
country ’s  security. 

KN  Singh  paid  a  price  for  speaking  out  against  Pepsi  in  this  fashion.  While 
voicing  the  apprehensions  about  Pepsi  in  the  capacity  of  General  Secretary,  he  was  asked  to 
clarify  whether  he  had  spoken  on  behalf  of  the  party.  Singh  reply  was  that  he  was  the  party. 
He  was  relieved  of  his  post  as  General  secretary  of  AICC. 

The  Hindustan  Times,  New  Delhi  February  11,  1988  Pepsi  Cola  entry 

CONDEMNED 

The  Janata  Party  President,  Chandra  Shakhar  today  strongly  condemned  what  he 
described  as  the  latest  attempt  of  the  Government  and  its  friends  in  business  and  politics  both 
in  India  and  abroad  to  allow  the  entry  of  Pepsi  Cola  in  India.  What  is  more  reprehensible  is 
an  attempt  to  link  the  Pepsi  Cola  with  Punjab  problem,  Mr  Chandra  Shrkhar  said  in  a  press 
statement  here  today. . .  Pepsi  Cola  project  is  yet  another  diabolical  attempt  to  abandon  the 
chosen  path  of  Swadeshi  and  self  reliance,  the  Janata  Party  President  said. 

For  a  Government  which  lasted  just  four  months  Chandra  Shekhar’s  Cabinet 
delivered  the  promised  goods.  Chandra  Shekhar  met  this  writer  at  Bhondsi  and  discussed  the 
project.  It  was  during  his  tenure  that  Pepsi  was  served  with  a  show  cause  notice.  Also  the 
orders  were  passed  that  no  FPO  would  be  granted  to  a  new  bottling  plant  was  to  manufacture 
Pepsi  Soft  drinks.  It  ordered  that  no  further  expansion  is  to  be  allowed  in  soft  drink 
operations.  The  permission  sought  by  Pepsi  to  pay  1.66  lacs  US  Dollars  as  consultancy  fee 
was  also  not  acceded  to  by  Chandra  Shekhar  Government.  A  notice  was  served  to  Pepsi  for 
its  mechanism  in  pricing  the  concentrate  to  avoid  full  payment  of  excise.  Pepsi  had  a  reprieve 
since  before  any  follow-up  could  be  effected  the  Government  was  out  of  power. 

Balwant  Singh  Ramoowalia  has  written  a  letter  to  the  Prime  Minister  condemning 
the  project  calling  it  “blatant  cheating  that  has  betrayed  Punjab”.  He  called  for  the  personal 
intervention  of  Rajiv  Gandhi  to  sort  out  the  matter.  He  was  present  in  the  press  conference 
with  Amitabh  Pande  earlier  now  felt  betrayed  by  Pepsi. 


Current  (October  1,  1988):  so  pop  goes  pepsiby  KuldipNayar 

Most  of  the  rumours  about  the  Rajiv  Gandhi  Government  have  turned  out  to  be 
true.  After  the  last  visit  by  Prime  Minister  to  Washington  a  few  months  ago,  it  was  whispered 
in  the  corridors  of  power  that  the  PepsiCo  project  was  as  good  as  approved.  However  even 
then  Vengal  Rao,  the  Industry  Minister,  went  on  saying  that  the  project  was  not  under 
consideration. . . 

...If  is  difficult  to  tell  whether  the  Ministry  of  Food  Processing  was  constituted  to 
take  away  a  project  like  Pepsi  Cola  from  the  Industry  Ministry  or  whether  a  more  pliable 
Minister  was  to  be  found  to  process  the  project  which  may  having  political  repercussions. 
But  under  Jagdish  Tyler,  the  project  galloped  through  the  different  stages.  In  fact  he  made  it 
his  job  to  sell  the  project  publicly  and  privately.  He  often  claimed  in  the  Central  Hall  of 
Parliament  that  India  was  getting  a  better  deal  than  the  Soviet  Union. 

Vangal  Rao,  as  the  Industry  Minister  was  disinclined  to  clear  the  project.  He 
would  call  for  details  of  the  proposal  to  scrutinise  and  explain  the  factors  that  were  not 
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feasible.  His  unwillingness  to  clear  the  project  is  reflected  in  the  manner  he  used  to  talk  to  his 
colleagues  in  the  Central  Hall  and  Parliament. 

Another  person  staunchly  against  the  project’s  approval  was  Otima  Bordia, 
Secretary,  industry.  However,  the  Minister  in  the  Ministry  for  Industry,  A  Arunachalam  was 
in  favour  of  clearing  this  project  as  L  Adakalaraj  was  his  close  friend.  The  Director  and  Vice 
President  of  Pepsi  Cola  were  taken  by  Adakalaraj  to  meet  Arunachalam  in  his  office  and 
residence  on  their  visits  to  India.  However,  as  long  as  Vengal  Rao  and  Otima  Bordia  were  on 
the  scene,  Arunachalam  realised  the  futility  of  getting  the  project  cleared.  So,  it  was  thought 
prudent  by  the  power  to  create  another  Ministry.  Food  Processing  was  excluded  from  the 
Ministry  of  Industry  and  Jagdish  Tytler  was  put  as  its  incharge.  The  day  this  Ministry  was  for 
med  many  editorials  decried  the  fact  that  since  the  Ministry  was  formed  just  to  give  a  green 
signal  to  the  Pepsi  Project,  it  should  have  been  named  Pepsi  Clearance  Ministry.  What  other 
justification  could  be  given  to  the  formation  of  a  separate  Ministry  hitherto  deemed 
unnecessary.  In  1991  with  the  Congress  back  in  power,  the  Minister  of  State  with 
Independent  charge.  It  is  learnt  that  he  has  protested  against  being  given  this  ministry  as  there 
is  nothing  in  it  that  requires  Ministerial  attention. 

A  look  at  how  the  different  parties  stand  on  the  issue. 

The  Indian  Post,  September  2 1 ,  1988:  call  to  scrap  pepsi  project 

The  CPI  (M)  and  CPL  today  demanded  that  the  Centre  immediately  rescind  the 
licence  granted  to  PepsiCo  and  scrap  the  project. . . 

This  sell-out  decision  allows  for  the  first  time  the  entry  of  a  multi-nation 
corporation  in  agro-based  industries  in  India’’ ...CPI  (M)  maintained  and  added,  “it  was  a 
consequence  of  the  process  of  liberalisation  under  the  new  economic  policy  of  the  Rajiv 
Government. . . 

The  step  will  further  mortgage  the  Indian  economy  to  the  multi-national 
corporation.  The  further  opening  of  the  Indian  economy  for  exploitation  by  international 
corporations  in  tune  with  the  recommendations  of  the  World  Bank  and  IMF  will  impose  more 
burdens  on  the  Indian  economy  and  people. 

The  Organiser,  September  21,  1986:  the  strange  case  of  pepsicola  b y  J ai  Dub ashi 

No  matter  how  you  look  at  it,  this  Pepsi  business  does  not  make  any  sense  at  all. 
There  is  nothing  very  special  about  the  Cola  that  Pepsi  makes;  hundreds  of  companies  in  the 
world  make  their  own  Cola,  including,  of  course,  Coca  Cola  which  was  shunted  out  by  the 
Janata  Government  in  1977  because  it  would  not  reveal  the  so  called  secret  formula  of  its 
cola  —  a  big  hoax.  There  is  also  nothing  special  about  the  potato  chips  and  tomato  ketchup 
that  Pepsi  sells  for  there  can  be  nothing  special  about  these  things  which  have  been  made  in 
this  country  and  elsewhere  for  donkey’s  years.  Pepsi  says  that  it  will  help  new  companies 
promote  special  crops  and  vegetables.  But  it  is  an  empty  promise.  Pepsi  has  no  expertise  in 
this  matter  for  of  we  go  by  its  annual  reports  it  has  no  such  activity  in  hand  anywhere  in  the 
world.  Why  on  earth  is  then  Pepsi  coming  to  India  and  why  is  Rajiv  Gandhi’s  Government 
so  keen  to  take  it  to  its  bosom. 
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The  BJP  in  its  1991  election  manifesto  mentions  Pepsi  by  name  and  condemns 
such  a  project.  Congressmen  are  not  supporting  this  project  now  as  their  own  leader,  Rajiv 
Gandhi,  in  a  media  interview  in  1990  condemned  this  project  as  it  existed  then.  Ironically, 
Pepsi  seems  to  have  united  our  ever  warring  parties  as  nothing  else  has. 


Pepsi’s  shenanigans  and  its  reneging  on  all  promises  it  had  made  came  under  a 
lot  of  criticism  from  political  parties  like  BJP,  CPI  (M),  CPI,  Janata  Dal  &  SJP.  Even  the 
Congress,  which  initially  cleared  the  project  has  today  very  few  supporters  for  Pepsi. 

More  than  300  questions  have  been  asked  in  Parliament  concerning  Pepsi 
Project.  Here  is  a  sample. 


August  29,  1991 

Shri  Dipen  Ghosh:  “I  want  to  know,  first  of  all,  what  the  actual  explanation  given  or  the 
interetation  give  was  for  the  term  “turnover”  in  the  letter  of  intent.  Was  there  any  ambiguity 
in  it  which  the  company  took  advantage  of?  If  not,  why  did  the  Ministry  prefer  referring  it  to 
the  Ministry  of  Law  for  interpretation?  This  is  the  first  part  of  my  first  supplementary.” 

Shri  Dipen  Ghosh:  “Sir,  Mr  Jagdish  Tytler,  his  predecessor,  had  given  an  assurance  to  the 
House  in  1989  that  the  Company  would  not  be  allowed  to  produce  soft  drink  concentrate  and 
that  they  would  be  allowed  to  produce  of  produce  of  processed  foods.  Our  apprehension  was 
that  the  Company  was  going  to  enter  the  domestic  market  in  the  production  of  soft  drinks.  In 
reply  to  an  Unstarred  Question  on  July  20,  1989,  Mr  Tytler  had  given  an  assurance  that  the 
firm  would  not  be  allowed  to  start  production  of  soft  drink  concentrate  unless  tey  started 
production  of  other  items  contained  in  the  letter  of  intent.  But  now  the  Government  comes 
out  with  the  information  that  the  Company  is  producing  more  than  25  per  cent  of  the 
turnover.  My  question  is  why,  in  view  of  this  commitment  given  by  the  Government  on  the 
floor  of  this  House,  the  Government  did  not  take  any  action  to  prevent  M/s  Pepsi  Foods  from 
producing  soft  drinks  concentrate  to  the  extent  of  more  than  25  percent  of  their  turnover  and 
what  prevents  the  Government  even  now  from  taking  action  to  ask  the  Company  to  stop  the 
production  of  soft  drinks  concentrate  and  keep  it  below  the  level  of  25  percent.  Sir,  my 
question  has  not  been  answered.  The  Government  had  committed  on  the  floor  of  this  House 
that  they  would  not  allow  M/s  Pepsi  Foods  to  production  of  other  commodities  which  they 
are  supposed  to  produce  according  to  the  letter  of  intent.  What  happened  to  that 
commitment?  What  prevents  them  from  taking  action  against  M/s  Pepsi  Foods  what  is 
stopping  the  Government  from  preventing  M/s  Pepsi  Food  from  producing  more  than  25 
percent?  Is  there  any  monitoring  cell  to  see  that  the  commitment  made  is  honoured?” 

Shri  Giridhar  Gomango:  We  do  not  have  a  monitoring  cell.  They  have  to  submit  monthly 
returns  for  which  they  have  said  that  they  will  not  supply  any  monthly  returns. 
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Shri  Harvendra  Singh  Hanspal:  I  found  that  this  company  is  exporting  marine  products, 
which  has  nothing  to  do  with  Punjab.  I  see  that  the  company  in  collaboration  with  the 
Government  is  cheating  the  people  of  Punjab.  I  would  like  the  Minister  to  assure  us  that  till 
such  time  they  complete  their  commitments  they  will  restrict  the  production  of  soft  drinks.” 
Mr  Chairman:  “His  question  is  that  it  was  stated  that  the  people  of  Punjab  will  be  benefited 
and  he  says  that  the  people  of  Punjab  are  not  benefited.  Will  you  see  that  this  is  done, 
otherwise  you  will  not  permit  them?  His  question  is  very  simple.  He  wants  to  know  whether 
they  have  put  any  factories  for  processing  potatoes,  fruits  and  vegetables  in  Punjab.”  Shri 
Harvendra  Singh  Hanspal:  “The  condition  was  that  first  they  will  process  fruits  and 
vegetables  and  then  they  will  produce  soft  drink  concentrate.  That  was  the  condition  of  the 
Letter  of  Intent. 

Mr.  Chairman:  But  they  have  not  put  in  the  processing  plants?” 

Shri  Harvendra  Singh  Hanspal.  “No”. 

Mr  Chairman:  “You  have  found  the  sense  of  the  House  that  you  will  take  drastic  action, 
quick  action,  to  see  that  they  fulfil  it  or  they  quit.” 

Shri  Dipen  Ghosh:  Either  they  must  fulfil  their  commitments  or  they  should  get  out  of  India. 
They  must  get  out  of  India.” 

Shri  Giridhar  Gomango:  “Sir,  when  the  team  visited,  the  company  furnished  to  the  team  the 
old  price  of  Rs  1200  per  unit  which  comes  to  Rs  1200  per  unit  which  comes  to  Rs  1/-  per 
case  approximately.  Now  they  furnished  the  price  of  Rs  8058/-  per  unit  which  comes  to  Rs 
4.73  per  case.  This  the  reply  given  by  the  Pepsi  to  the  team.  Sir,  we  have  already  issued  a 
show  cause  notice  on  April  19,  1991  on  the  basis  of  the  information  furnished  by  the 
company ...  to  explain  the  difference  between  the  information  furnished  by  the  company  and 
the  assessment  made  by  the  Department”. 

Mr  Chairman:  “He  wants  to  know  whether  you  are  going  to  make  them  do  the  rest  of  job  of 
Potato  processing  and  other  things?” 

Shri  Giridhar  Gomango:  “They  will  have  to  fulfil  the  obligation  they  have  given  to  us.  Shri  S 
Jaipal  Readdy:  “Mr  Chairman,  Sir,  Pepsi  offers  an  archetypal  example  of  functioning  of 
multinationals  in  India.  When  this  particular  firm  was  allowed  entry  in  the  country,  it  was 
discussed  in  both  House  of  Parliament  and  at  that  time,  we  said  that  these  condition  were 
only  the  thin  end  wedge,  that  they  would  be  honoured  more  in  the  breach  than  in 
observance”. 
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Mr  Chairman:  “What  you  have  said  is  proving  prophetic.”  Shri  jaipal  Reddy:  “In  his  reply, 
the  Minister  has  admitted  that  the  price  submitted  by  the  committed  by  the  company  to  the 
three  man  committee  was  less  than  the  price  furnished  by  them  to  the  Excise  Department. 

The  difference  is  100  per  unit.  This  explains  and  illustrates  the  magnitude  of  the 
deception  and  fraud  the  company  is  playing  on  the  country.  Shri  Yashwant  Shnha:  “Sir, 
Pepsi  is  a  high  profile  case.  The  newspaper  said  that  it  put  a  lot  of  fizz  in  its  process,  but  it 
has  also  put  a  lot  fudge  in  its  figures.  As  my  friend  Jaipal  Reddy  said  question  that  I  am 
asking  is  this  —  the  Prime  Minister  is  also  sitting  here.  The  question  is,  in  view  of  the 
violations  which  are  proved.,  where  no  further  evidence  is  needed  of  the  break  of  violations 
by  this  particular  firm  is  the  Government  going  to  give  them  marching  orders  or  not?  This  is 
my  specific  question  and  I  want  a  specific  answer.  If  the  Minister  can’t  answer,  let  the  Prime 
Minister  answer.” 

Dr  Yelamanchili  Sivaji”  “Sir,  the  popular  feeling  in  this  country  is  that  the  Ministry  of 
Food  Processing  has  been  created  up  to  clear  the  Pepsi  project.  Sure  the  project  has  been 
cleared  and  granted,  is  there  any  proposal  to  wind  up  the  Food  Processing  Ministry  lock, 
sack  and  barrel.” 


May  2,  1990 

Shri  Kamal  Moraka:  “Madam,  I  rise  to  draw  the  attention  of  the  Government,  through  you 
and  the  House,  to  a  very  serious  matter  regarding  the  financial  implication  of  the  Pepsi 
Project.  The  project  originally  presented  was  to  cost  Rs22  crores.  Even  that  was  exorbitant 
compared  to  other  project  in  India.  Now  the  project  cost  is  75  crores  of  rupees.  No  cost 
escalation,  no  information,  nothing  can  justify  this.  And  now  the  Company,  the  project 
authorities  have  come  with  a  rejoinder  that  the  escalation  is  not  Rs  22  to  Rs75  crores,  but  it 
is  from  Rs  22  crores  to  Rs  50  crores.  They  are  telling  lines  because  the  application  that  they 
have  made  to  the  institutions  is  Rs  75  crores. 

Dipen  Ghosh. . .  “I  would  urge  upon  the  present  Government  to  look  into  the  matter,  not  to 
allow  the  PepsiCo  to  flout  the  commitments  which  it  had  made  to  the  Government  and 
instead  they  should  see  that  this  PepsiCo  project  is  not  allowed  to  operate  here  because  this 
particular  multinational  is  an  undesirable  company.  Do  you  know,  Madam,  who  played  have 
in  Eatin  America  particular  in  Chile?  It  was  the  President  of  this  PepsiCo  at  that  time  in  that 
particular  area.” 


March  27,  1990 

Shri  Khemchand  Lahai  Somabhi  Chavda...”  Madam,  I  rise  to  draw  the  attention  of  the 
Government,  through  you  and  the  House,  to  a  very  serious  matter  regarding  the  financial 
implication  of  the  Pepsi  project.  The  project  originally  presented  was  to  cost  Rs  22  crores. 
Even  that  was  exorbitant  compared  to  other  projects  in  India.  Now  the  project  cost  is  75 
crores  of  rupees.  No  cost  escalation,  no  inflation,  nothing  can  justify  this.  And  now  the 
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Company,  the  project  authorities  have  come  with  a  rejoinder  that  the  escalation  is  not  Rs  22 
to  Rs  75  crores,  but  it  is  from  Rs  22  crores  to  Rs  50  crores.  They  are  telling  lies  because  the 
application  that  they  have  made  to  the  institutions  is  of  Rs75  crores. 


Dipen  Ghosh ....  “I  would  urge  upon  the  present  Government  to  look  into  the  matter,  not  to 
allow  the  PepsiCo  to  flout  the  commitments  which  it  had  made  to  the  Government  and 
instead  they  should  see  that  this  PepsiCo  project  is  not  allowed  to  operate  here  because  this 
particular  multinational  is  an  undesirable  company.  Do  you  know,  Madam,  who  played 
havoc  in  Latin  America  particularly  in  Chile?  It  was  the  President  of  this  PepsiCo  at  that 
time  in  that  particular  area”. 


March  27,  1990 

Shri  Khemchand  Lahai  Somabhai  Chavda...”  Pepsi  is  a  multinational  corporation  of 
America.  They  have  violated  the  condition  as  in  the  project  proposal.  There  was  a  condition 
that  it  would  given  employment  to  50,000  labourers.  Now  400  people  are  employed.  They 
say  that  fruits  will  be  processed.  But  they  are  not  processed.  They  are  taking  com  outside 
Punjab.  It  is  cheating.  They  have  violated  the  conditions. 

March  23,  1990 

Shri  Sudarshan  Ray  Chaudhary  :  “So  Punjab  has  been  betrayed.  Not  only  Punjab,  the  entire 
country  has  been  betrayed.  All  these  talks  of  green  revolution,  horticulture  revolution,  healing 
touch  to  Punjab  are  just  hog  wash.  What  was  the  real  intention  of  PepsiCo.  To  sell  soft 
drinks,  to  sell  potato  chips”. 
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pf?fi  g>  ci>t  f^qt^  an4  fcfi  qwft^i^i  cf>  an^  ^  ^ 

vidrn  *nfr  ^^THFrm  ai'W  ?rb  ^  fftt  ! 

^ft  ^  22.5  cf^r  qR^vrHI  ^t  4^ft  ^  fcl? 

^  s  Ciftf51cft^l  «£*PR^f  R3iftef  %  f^?T^f?  1988  ^  "\3^ 

■■“TU 

^  f^tm?  ^  fcTCf  fen  [  ??t  "jjq  ^?i  ^  to  ^ 

fel4#  'IfYRm  cTfT  fcl^lft  cfft  ?ffm  JRI  q?  ^  ?R^cf> 

h^  fei  Ri?  ?pp  *4>i  ^rcn  few  fen  i 

#cl  fR!  qfeftvRT  Ra^F?>  ar^cp ^nfrisq 

Rfet  fer^t  ?m  cr^  fen  n^n  feR?cT  cf>i  am  tm  ^1  <3tii n  ^ 


fe  feft  fe?ft  ?n  q>^ft  q5t  vjj^n  tIt  i  OTfRft?  ^  ?ftafT^ 

?>  ?p^q  cncSt  feft  «Pt  ^1?ct ^t :£?fei ^  Till .:■:  I  qqfft 

H  ^ff  tft yro ^  fe>^  ^ 7TH?r  £  i  amfeft  r??i  ^  arpn 
RFcft  t  ?ft  aft?  ^  # arr^i  ^  fe  ^  i  qsjFR^fr  ?r^tq 

TTTC^T  7FTT  fil  I_1  ^7UTT^  Er^-Fn  VT  'lit  T  !  70  n^J  f^jj  H7KV  rhrf  I  um 


ST7T  ~m  ?feN  ftp  *»fe  %  !  dfe  mtlR  ^  ?ffen  ?T 

gnfe  c??T  ?m«fa5  aft?  fen  ffesft  fet  van^ft  i  wm  rf  n 

ijtfe  f^;  Q^yichloll  RHR  $,  RF  fo?ft  WTTF  fe  ^rn  | 

fe  3nR  fe  "fef  tfl  RF  3TR  R>  WT?  FR?TF  fern  1  R>tR  \3TWt  «n 

ffen  fe  fen  <£  r?  ?t*s  arcrot:  ^  ffe  fe  t? 

^ftfeniRfet  ffest  4>  ^iai-w«i  ?fetictai  fel  n  4?  feft  ^ 

ffesfr  i  a )  *t  P  fer  $>  Rife  P  #s*  wnq 

nrnn  ^  i  feft  f  i?r  f&fe  fin  whi  r>?^  $  ffe  fe^T  wra  fef  i 
T^afRp  feR  fe  <*  ffer^  aiffei  tfe  aft?  fe  n  fern  m 

?iciR  m  gfr  aife  aft?  f*iH  i  fen  i  a?^  F?f^?R  P  rrr 

R  wfef  P  ^  <Mfe  3ft?  cftfe  R  i !  ?1?t  #  |  $R  ?jtb?  ?n  % 

<f>\  if^RT  fe  cf?  fctxj  ifert  ^  R^xd^f  RtRRTR  RRn^cT 

tF>?d  g?  vnf^n  3ttqj  fffen  n  feft  ?ffe<T>  tmnf^ici  fen  an 

fefe  rrtr  r  w*z  <§rt?  ^^rrnn  f ,  nfe  mife  $  ^  aft?  rtr  R 

vjFTcTT  Rc*  ^t  fefe  ??l  RR,  F?ft  3t?3RT?  R  ^  R?t  fe31 fefe  fetf 
wi  fcfr  ^ia  j*fefs?t>T  am  rr  rrtri  dm  mfe  n?  ?fe  ffe 
<5TTRR  fel  R?t  m\i  vrt*Wd  fe  1 1  SJttfet  ftp  f  ft  RF  RfetR? 
Ifpfe  n>?  ^t  1 1  i?T  f  3tnfei  w  fei  R  ^n?nn 
TifetfcR?  aft? anf^^j  Rcfe  fe  ffef  t feft ^n Rfe^Rn? Ft  fet  ^ 

fferm  ^rr  Ft  'fen  i 

^  fet  #>  aiffen  nr^F  aft?  vfe> 

ne-nncb  n?t  r^<?  ^  if|^— r1^  ^  ^  ?m4n  ^  fei  mm? 

F??n^T^  f^nj  |  am^  ?tr*4"5t  f  msfR  f^HlR  cii^t  ^1 
fefe  ffe  nfe  #i?.  ffefe  aft?  ^ip?m  ^t  ^ft  Rim  nm  \ 
cpsTR  R  «ife  and <i>cfi3  ^n  <f>?^  fern  tt>  cfc^nfer 

f^TF  RTRton  d  l?T  RT?-^I?  fcTZSiq  R?  ffeff  ^F1  R?U  % 

feft  ^  fe  ^  feR  f  ™  mm?  ?twiR  fe  ^"ft  f^fe  and^RK 
q?  d.[q  mi  ■if  viit  fHlft  1 3?fe£t  4>-  mqfe  fef  P  tr?r  n  ?4W>  4-:?[m 
Tfm  |  m^t  ^  ?R8i  srt^Wi  m  FRtn  ^  ?t?nTt?  n?  «tcum  rri  I  amfen 

cR^ffen  ?m?T^trfct  ^r  aft?  czrrqr?  TTfctf^t  Rn?<?i  ffei  f 

R]?R  ?T?n>T?  ^ft  RT?-^I?  feftRI  f§>  pf  feft  Ri  jfe  f  fef 

lli  1 1 1  h  ,  -1 1 1 1  iv  ^  mirr*  Ts  f^Tp-  nVf  TTTiSt  :\ n  V-TrrV-rft  II  fiTTT^t  rfH  VH  cPTTT^  ^TT^TH 


301  ^  ?fr  M  \ 

clfoR  %  anfeff  cm  qxTi  jw$\.  *Ti?R 

aft?  <m£?i  qrd  <fr  M^iH^ft  <£  *hkpi  ^  qS^Ri  wm  i  ?n?ft  <$ 

tn«rii  ^  arc^  ?msR  3  %  w?re1  ^  ??cnaf*  ^  ?r^m?  q?  ^*rra 

qqqt  #  WcT  ^cft  [  TnR  ^  ^  fof?  RR?t  ari§cmft4t  ^  ?TT? 

tfrm^ld  #n  leTCJ  I  trafr  cf>  ?ifcj  «PTeT  ^  RqMH^ft  Wll  eR  q 

atR-ft  i g  tFfT  eft  &ft  ??i fa?  ?n^t  ai<^4l  *a«r^  q  wraflet  f^r 

a!t  |  3M  <J?JWTcft  ^?t  MdtfW  R#  qi  f^TR  «Re!  7T?T1  aft? 

3“I?H  q£  cf>^  |T?  fa  tre^  ar^qtrl  ?T^ftil  ^Klft  tl1^,  $ 

fa*1q  q  4UH  R?Rt  q?  cFRl  fa?  !  5^  %  vR?^  #>  fa? 

mrn  ^  M  w m  ^rofr.  g?T^  ^pt  $  ?rm^t  ^r  ?r®J^  *r  F?cns?  rtr 
imH  ?tft  ifm-i  miri  \  ^  ?ri?rc  sr.  ?t^tr  ^  *ro  ?t 

farfr  q  fa?m  ?faK  aft?  ar^^>  afawm?rm  ^  ?nqr  I 

aT^cr»le1?M  ^t  R?ft  <f?  ?RRt‘*ft  <fl  C-CJ\Jl  ^  faRsIc!  ?R  ^t  ^T?  91*1^1  ^ 
faqr  fa  ^rqq  h  q>  <rrfa  q  fasft  qfaq  cm  qfafaq  m\  c  \s<-\<r>  ?i?  ?* 

FtRT  1  a^cOTcRRT  H  TO  qm^i  ?t  fa?ft  R>  ?R«fa  "TO  rtR? 
q>?T  fa  31  |  *fa  eft  31cT  q?  f  f^5  ^  BTOf  ?Tl?T^t  ^  ^  3H6  ^  0 
q^tff  f^?ltVt  R?  f?TOf?  fct>?  q  115  aprR  1986  #  aTTvJTiq  4^1 

Cf5  W?  't-tl^l  ^  CIRRI  Cp1  ^  aiFt  cl?  fenj  ?Hc11  ?3tcT% 

^qif[  cf>?  eft  | 

RqpTfNft  ?Tv^tcf  qitfr  ?SR? ?cf? ?f|  TRTPI  cm  qqR  ^TRRl 
cm  Tfqjcr  q<5  ?r  «n  errarc  anr^tef?!  cp?i  q^i>i  i  arq^  chi^fd^  ^  R^R 
?lftq  *Ml  ^Wl^l  <t>  q'R  f^ftsi  q?  qiclv^<  ?Iv#4  q1Nft%  19  faeRR  88 
q?1  q?ft  q^i  arjqfct  t  ^ft  I 

4W<*  5^ 

^qjft  <PT  cp>I ?'"  ■  i  v  7$  $\s|Md  ^?I  ^Rq  tiycf)T?  ^5  >HR1  ^1 
ar^tq  igm  wwfi\  R*£S  RtR^tfect  eft  - 

1 .  w®  qf^fi«ni  ^t  rwth  w  efrnt  <&\  ?i^t7tr 

q^m  aifctRcR  ?Rftt?  qqnR  ^i  \ 

2.  t-jCHrq  q>t  4>ei  Rj^T  afl?  ^1  R>?Tq1  fi>I  qqt'M  Rfct^ld  $'d 

O 

qt^RT  ^  STfRcpRcT  ^Rl  1 

1  )i iT  fh h  j 41  JcTT?T  FRTJfKTTJI  IJ  VTrzT  Hr/i^TfR  HHTTlt  STI7  iH  I V  HI  il 


vJdUdl  <f>  toll  d  ^  ddd  I 

4.  m  $twm  prfci^sci  ?ara  afrc  ^ 

^  aft?  q^Td  qrfrd  Htold  ^  3  ctoTT  I 

5.  WTK  ^>T  STtold  tolfd  ton  viTI^TiT  [  *j?  3R^q 

ni  eipj^  >ton  i  m  qq  w  £  mtm  d€t  ^7tt.  ^ 

*jfc<u  3  fr  fto  ton  i 

6.  ?d  mR^mhi  q?  qq>  *n?d  eiNI  ^  is#  q?  '^*q^l 
tofa  £  qfa  ;3to  cfjqr  <fr  t t 

7.  to?ft  did  to  to  ton  | 

3  toffrl  ^  ?TTcfi  3  dft«£  ^  ^RefTT?  -nl  ydl  «EclT^  %  I 

^  tom  wjqf  cpt  &  afl?  tot  qito  *to  qq>  to 
ton  %  I  torid  qft?Tcf  tft^rqr  *£&  q>  to^t1^  ^  ^  qran?  ?t 

rJIdd  tjfR  rTIXf  3R 3RKT  ddlR  WI&  f^l^rfvT  tolT  3#U 

^RqJR  qvt  qcn  ton  f^>  to I d  l?t  ^  qft  |  1$1  5TWI  toetd 

q>  Tito  3TR  ?aj  ^  qrtoq  toofq  to  qd  fo?3T,  ?to  W  3  ^ 

qm  an?  i  tr^ft  d??-?rc?  ^  to  to  ??i  1 1  to  to  to  £  i 
ato  tofd  qito  q?  artoi  toft  d  qq>  dtr  to  g»t  «tom  «m  Pi  *tf  d  to 
ton  aft?  toft  ^  to  q?  qtot  qPtod  ^  orto  to  #di  q>i 

vjctidd  ton  i'  q^cii  qq  ?n  Pr^dtriH  fto?  h?TH  an^in  qr?^  ^  did 

qq  arrqm  «nq  ^  Bd  ?d  qqq^t%  #  q?  d^fpi  q^  cm  wi  to>ToT%  ^ 
to  qto  ^  wn%  ^  to  i^JRftqto^^^^ancft 

(Hnid  qftdd  «n^f  q>7t^  4l  cp^ctj  qWrR  q>^P?  cm 

qdl  fcPTT  i  W&  f^dl  cl^f  ^F?ff  cm  Hfd<b  aR  q?  cr>*q^l 

-J* 

dFTt  ^  ft  ^3?qiqi  t*r  1 1  dt 

%  ^?r?  ^  ton  ^  aft?  aiiqjm<n  ^>q  ^  <r?  qq  ^tcn 

*$t-\i*T'  qr«rft  $d  ?Tqq  qfriq^  ii?  ?ft  ^fts  ^qqi  f^fnqq  q? 

??*q  *rq  g?m 

^  qR  dRd  q  qm  ?^T  ^  diq  ^  dd  ?0 

^^ir^qRtonqiqcn  q^cfRton  t  h^khPr  <&qq.to 

zm  qq>  d4dc^  13  1988  q?t  an^ff^n  ^  wqi  torqq 


1_,  __  ,Jw,  .Cw 
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T-^S  Ar  4-1  i-t  (\  f  rrrrfr  tm  rnrnrrr  ^r\ 


nT^frcfl  cm  Tft^f  t  uft  q^>  ^  fa#  3rft  tftf  ^  £cqift  aft? 

arfft*i?efi  ten  q>?ft  ft  lETTi^ra  ?t  t  i  q^fttq  *jm-qqr  ft??  *ft  ?j?sn  qft 
q??ftftftftqqft  ^■'fiTcr  1 ift>.  amt  *rsraf%ra  reft 

Pi  tTRT  TO  I  21  f^TrTW  1988  eftt  "taft  ff  ft  M  qq>  <1«M«*J  ft 

tar#  %  ftreft  ft>  ftfttqjq?  fft?roq  qqrq  fft?  ft  ann?  fft>m  ®n 

ei  tftft  <?q  qwr?  sm  ftt  qft  ^vHivfici  ft>  fernm  ??qft 

Tldl-’i  i  an  OF  qWT?  ft  q^xfqft  ft  ft]  g^  ft?  uffiri  qrqf#Sj  W{  If 

^  %ef  TO  t  | 

ftfaq  ?iqft  *Kfr  qftre  ‘^>  i  ft!  q€t  qw  suftsi  qft  ftraqft  wr 
ft  tftr  ft^pqiq  ft  tfm  an  1 1989  ft?  r^m  ft  frft  ^nft  ft>  «rrc  fqftt 
qften  ft>  «nft  ft  Tiftta  xnifr  ft>  fftqrft  ft  resre  an^Tf  i  qf^qq  qft 
fftq  J  tq  ^naTTctm?  ft  ?iuftq  ftfsft  ft  q?  ?fttem?  fft»  q?  qfftftqiqi 
arq  fttq>  ft  qtf  rfH  ?tt  1 1  ft  ?Rq  ?7sftte  fttsft  ft  amftftt  qq 

qftftf  ^)1  qT??ftq  3F^t  q?  ft  e!  ftft  qq  fftftq  fftqi  an  I  mi  1?^  % 


ftift ftt  qftf  ftt  q^c/R  ft  aqqft!  \irilMdcf>  ft  q?  ^nlt?  tt  TO  an  fft 
q^ii  aft?  arqftftr  f^itfr  ?rftra  ftMl  ft?  ft  Ttii  ft  an  wei  f  i 
qg  ft!  ^  an  ?tvtt  ft  mfat  ftfsft  ft It?  ft  an  qrrft  ft  hrct  q 

f^Rcri  an  qq>it  aft  Wrr  affq  afqfmft  eft 

q^t  sft  I  j  qaftn  tfeft  q  21  1991  qft,  f^rq  ftq  qqqft  ^cqi 

sft,  ^  q^<?)i>ft  -  *k«iki  ?ftr^  aft?  ?ftqT  qtqim  nft  ftft  qi£fr?qq?  t, 

qft  cn^^i  an 9)  ^f%qi  t  qqqftiq  gan  an,  ?nq>  ?Rti  q  qqn  an  ft? 

wmf^i  mm  $ $w*fi  wrwtfi  t  a/?v  t?7 wwr ^ 
5^q?  ^  i?w<?  *h ff  #"/q?  qq^q  nrc  q?  qin^iftfl  qftq-^ft  t,  eft 
?tqftq  qitft  q  an  "qrrf%?  ^  f^>  ^  #ftocf  qrr  qfi  t"  1  ?t^'h 
ql^ft  q  fq-  -rqr?^  qqm  q?qn?  qft  imfi^eii  t>  ot?  qfcH^i  q 
einH  ^ft  fetq  nitl  o^rni  «n  1  qqftq  fntft  qft  i^qr  eft  q^fti  cgu  q^qiq 

q€f  1  felt  aft?  $<jKiq<?f  q  ?rsrj  qq  ^  'q  aft?  felt  ^  qf^isrq 

fWTqfeRft  ^T?T  qft  qqf  aft  |  fftjfcRtftq  qltq  ?iqqq  eft 
ftqpr  t  Tjqqr  aft  fft  «^4t  ?i^n  ft  ^qrqqfti  q?k^  ft  q|ft 
aft?  fft>?  ft  qfeftq  qr?cT  qft  i  ?fftrn  nltft  nft  ncm  ft;  fti  qqn?q^  8-9 

qt  <ftt  t?ft  <q^qft)  qq  asqi^i  f^rqq^q?  qt?q  amn  an  114  ft  24  q^ 


rrr 


1  r  e 


T  ATT  I 


H  rh  TTr^Tq  T¥?ft  ftl  jj  t  71“.tnvi  1  TitT  'ITtTTtiT  JlJqi  m  r 


3rftet>ioRMftg^l  «N  3ft  ^IR^R  eft  aft  |  qgip|  e£)ft*q 


eft  ifRI  ^  fft>  ^Tufra  ftftft  eft  gcWaRg  cpft  3TR1  3Rft  qift  anftRTftg*! 
ef>Fg  ft  ftRft  ft  gT«!  eft  Tift  eft  I 

ft?fi  ft  wftfdO)  srfteRcTT  cRJl  3  ?!el  gale!  Wl  ft  '  IRft'folftl 

gR  cfR!  ipJ!  1 1  3>gl  effig!  I  fa  ftft  ft  ftg  3fft  tflfftgcl  W  ft  tRft 

m  sift?!  far  ftR  ft  Rft  gara-gaiel  gft  aft?  ftr  fftjg  w  aigef:  ft 

Rel  eft"  ft  'hMft  v^jft  atMcll,  euRld^c),  'ilRl'1  0'3,cief)'<  3tR  cJeR  fteft 

ftgRft^^^^fttetlftjftelMiKKgftgftWlft 
f&ft  Tgft  t  I 

ftRft  ft  3)ltblHch  ifcTR  3Rft  *ITft  ■■JrW'Wofft  ft?l  ft  fteli^  I 
3fr?  ft?!  ftt  ^TRc^fcIcf)  ^  ■JoTR  «Hlft  ft  lePJ  erg  g^  ^RTel  gftcpl 
3RHT  *ft  1 1  sft  ftg  ft  gR  3?  eft  cfi'l  eftdl  ft  g!3|  gRg  ft  Wftt 
ft^ra  vi^Vh’  «ft  TRi'ci  efR  Iftqi  i  ctRft  efrm  ft!  ftft!-ftft  eft 

ftfftR  arftt  ^WEft  RRT  |3fl  1 1 3R  q?  qrftt  cfn  ti«n  efR  § 
ggft  fog?  3g  aragrR  q>ftg  wn  ?3ft  efRft  glRfttalR  an?gft  gft 

gtm  gfft  gg  g)«RT  gg  SRfR  3Rft  ft  Wei  #1  TgR  fft  gRg  33  qrft 

fttft  riw  gft  I  ^i^Tr  ft!  ftRft  33  ft  ftgi  grift!  i 

5RT  c|>t  ^icf) :  cj  ffaef  tp*fl  ^  xtei  ^Stfl 
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